


: 
i 
3 
: 


AMARCH 1958 




















7 
abi. > 
t y ‘ # 
a . ’ 
Z é % & 
ta 
oes 
by 
5 
ee es a 
oat " 
4 . = +. s yr? - 
he ° , # 
4 tere ee nla — 
" “e — ®, a @ 
_ - ; ai eee - MS ee. * *¥ 
7. 2 - eo nasil 
~ “ye ape = nee cs 
” Pow —— PMB Shee WM aie. © 5 . Shee genet B 
aoe } "pnts 4 i a hoe 
ps wis i ; ° 
—_ a ‘ 
AFIOUCTARY & io 
= <& ye 
PUBLICATION - 
—_— ¢ Ge > 


MID-WINTER TRUST CONFERENCE PROCEEDING 





In the time it takes to replace a fuse, 


our night staff processes 2500 cash items 


Even if you had to grope in the dark with 
matches the chances are you could replace a 
burned out fuse in just about five minutes. 

But whatever time of night it was, our 
lights would be burning brightly. 

For all through the night, our staff is 
busy processing cash items. They speed items 
through at the rate of 500 per minute. That 
means that many of the checks mailed to us in 


the afternoon become available funds the fol- 
lowing morning. 

This valuable service by our night staff 
has won the Continental hundreds of enthu- 
siastic correspondents from coast to coast. 

If you would like to enjoy such impor- 
tant advantages, too, phone or write us today. 
We'll be happy to send you full details—or 
discuss it with you in your office. 


CONTINENTAL ILLINOIS NATIONAL BANK 


and Trust Company of Chicago 


Lock Box H, Chicago 90 


Member Federal Deposit Insurance Corporation 
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SIXTY YEARS... 
AND THE BEST IS YET TO COME 


The first buses on 
New York's Fifth Avenue 
used tires by Goodyear 





Highway “Luxury Liners” Roll on Goodyear Tires 


In old New York, Fifth Avenue buses were admired 
as models of traveling convenience. Thanks to their 
Goodyear tires—then made of solid rubber—they 
were also considered the last word in comfort. 
Today, millions of travelers, from \oungsters in 
school buses to businessmen in cross-country “luxury 
liners”. depend on Goodyear tires for comfortable 
riding and for safety. But even the finest tires today 
cannot be considered “the last word” because each 
year Goodyear makes important new discoveries, 
builds in valuable new features. 

Our 60th anniversary year finds virtually every kind 








of wheeled vehicle using tires by Goodyear. It also 
finds 40% of Goodyear’s total business coming from 
products other than tires. These other activities—an 
outgrowth of natural diversification—comprise indus- 
trial rubber goods . . . aviation and aircraft products 
... foam products ... films and flooring . . . chemicals 

. shoe products .. . metal products ... and a number 
of others, serving countless needs throughout the free 


world. 
a = e 


It is through imaginative growth like this that Goodyear 
has become the world's largest rubber company. 


GOODFSYEAR 


THE GREATEST NAME IN RUBBER 


‘cH 1958 


Watch “Goodyear Theater’ on TYV—every other Monday 9:30 P.M., EST 








178 


Ricuarp H. West, Chairman of the Board 


look for? 


“| like to bring my clients,” a lawyer told us, 
“to a trust department where they feel at home — 
and most particularly where they feel that one man 
is familiar with all their affairs. The effect of being 
‘passed around’ can be most disturbing, particularly 
to widows and to men who may be relatively inex- 


perienced in business affairs.” 


We agree. Whether we are serving as executor or 
co-executor, as trustee or co-trustee, as custodian ot 
securities or investment advisor, we firmly believe— 
that keeping your client comfortable and at ease in 
what may be unfamiliar surroundings is as impor- 
tant, in the rendering of a quality service, as the 


actual execution of your client’s business. 


One Wall Street, New York 15, N.Y. 


Capital Funds over $130,000,000 Total resources over $1,500,000,000 


Epwarp J. Veitcu, Vice President in Charge, Personal Trust Division 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





What does a lawyer 


IRVING TRUST COMPANY 


Gerorce A. Murpny, President 
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Cover Picture . . . Establishment of a trust 
department in the Virgin Islands and an- 
other in the Bahamas this month is the 
latest evidence of the international exten- 
sion of corporate fiduciary services. The 
recent national Trust Conference of the 
Trust Division, American Bankers Associa- 
tion (reported herein), brought together 
trustmen from 43 states, the District of 
Columbia, Canada and Bermuda. . . Con- 
sultation with representatives of foreign 
banks and trustee companies, and a check 
of the subscription roster of Trusts and 
Estates shows active professional trustee 
banks or companies in the following coun- 
tries (besides Alaska, Hawaii and the Virgin 
Islands): Australia, New Zealand and Tas- 
mania, Bermuda and the Bahamas, Brazil, 
Hongkong, England, Scotland and Ireland, 
Germany and Holland, Japan, Mexico, the 
Phillippines, Norway, Sweden and Den- 
mark, Switzerland and the Union of South 
Africa. 


—Photo of Charlotte Amalie, Islands capital, 
is by Don Toschi, 
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PARKE-BERNET 
GALLERIES, Inc 


980 MADISON AVENUE 
NEW YORK 21 


SPECIALISTS IN THE 
LIQUIDATION OF ART 
LITERARY AND OTHER 
PERSONAL PROPERTY 

AT PUBLIC AUCTION 


From 


Distinguished Sources 
AND 


PARKE-BERNET - Ine 


NEAL Earl SURPLUS “eb 
REAL ESTATE DIVISION 


A Subsidiary 


For Public Auction Sales 
throughout the United States 
of all types of industrial prop- 
erties, products, materials, 
government surplus, real 
estate, etc. 


Write for information 
regarding the Parke-Bernet 
method of selling personal or 

industrial properties at 

public auction. 
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PRO BLEMS 
in Washington? 


When you 
have fiduciary 
or other 
financial 
problems in 
the Nation’s 
Capital that 
require 
prompt, 
careful 
action, call on 
American 
Security. 

We will be 
happy to 
serve you. 


Vv 
American Secutity 


& TRUST COMPANY 


Daniel W. Bell, President 
Washington, D. C. 


Member Federal Deposit Insurance Corporation 
Member Federal Reserve System 
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Columbia Gas 


continued to grow 


Throughout its service territory — Ohio, Pennsylvania, 
West Virginia, Kentucky, Virginia, Maryland and 
southern New York—natural gas continues to be the 
preferred fuel for home and industry. To learn how 
Columbia is meeting the ever-increasing natural gas 
requirements of this vital area, write for your copy of 


our Annual Report. 
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THE COLUMBIA - 
4 ' SYSTEM, INC. 


COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA HYDROCARBON CORPORATION 
120 East 41st Street, New York 17, N.Y 


CHARLESTON GROUP: United Fuel Gas Company, Amere Gas Utilities Company, 

Atlantic Seaboard Corporation, Columbia Gas of Kentucky, Inc., Virginia 

Gas Distribution Corporation, Kentucky Gas Transmission Corporation.. 

COLUMBUS GROUP: The Ohio Fuel Gas Compa ny, The Ohio Valley Gas Company 

. PITTSBURGH GROUP: The Manufacturers Light and Heat Company, 

Columbia Gas of New York, Inc., Cumberland and Allegheny Gas Company, 
Home Gas Company ... THE PRESTON OIL COMPANY 
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A SOLID NOTE OF OPTIMISM that the na- 
tion's economy and especially its finan- 
cial progress will override the current 
readjustments caused by the productive 
and stock market boom was notable through- 
out the formal speeches and informal dis- 
cusSions at the A.B.A.'S annual Trust 
Division meeting of some 2100 trust of- 
ficials in New York on Feb. 11-13. Harold 
Helm, chairman of the board of Chemical 
Corn Exchange Bank, New York, keynoted the 
healthy tenor of corporate fiduciary busi- 
ness and remarked on the amazing range of 
services — from common trust funds for 
small private trusts to employee benefit 
trusts for great and small corporations — 
which the ingenuity of trustmen has de- 
veloped for the protection of billions 
upon billions of property values. 


"Nowhere more than in trust department 
services is so much value given for so 
little cost," Mr. Helm pointed out in wel- 
coming the delegates at the luncheon ten- 
dered by the New York Clearing House Asso- 
ciation, of whose Clearing House Committee 
he is chairman. Mr. Helm urged the devel- 
opment of fees based on cost-analysis as 
well as uniform valuation methods and 
comparable trust statistics. 


The deserved recognition which is now 
being accorded by the bank customers to 
the value of Estate Planning was evident 
in reports from all sections of the coun- 
try, and it was particularly noted that 
business interests are entering this pic- 
ture with increasing frequency. Interde- 
pendence and cooperation among attorneys, 
insurance underwriters, accountants and 
trust officials have replaced the formerly 
unrelated and therefore often incomplete 
financial analysis on which family and 
business plans were frequently made. The 
development of well-conceived and inte- 
grated programs of education and in-bank 
training of trust staffs has contributed 
greatly not only to the high professional 
regard in which the trust fraternity is 
generally held but also to the popular 
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appreciation of the services of all mem- 
bers of this team, as one after another 
of the speakers proved. 


To many of those attending the Confer- 
ence, the present economic and stock mar- 
ket recession iS a new experience, but 
even the old-timers exhibited confidence 
in the corrective forces and basically 
healthy underpinning of business and con- 
Sidered this a sound readjustment of the 
over-expectations or excesses of a boom- 
on-boom economy. Not only in their talk 
but in their actions was this confidence 
apparent as evidence was general that 
equity investment continued to have a 
major place in present portfolios and 
placement of new fiduciary funds. 


TRUST CONFERENCE SESSION ON INVESTMENTS 
brought out these conclusions: stocks be- 
long in trust accounts for reasons not 
associated with inflation and growth can 
be overstressed: Bascom H. Torrance; stock 
selectivity means more than percentage of 
total: Burton A. Miller; recession will 
end in late '58, followed by "new high 
levels" after a rest period: Dr. Marcus 
Nadler. The five-man investment panel saw 
lower '58 earnings and dividend irregular- 
ity but still favored equities in trust 
accounts to share in the nation's expan- 
Sion. 


BASIC RESEARCH — IN TRUST SERVICE TOO? 
is a timely question raised by current 
economic and political conditions — and 
prospects. As Dean Dunning of Columbia 
remarked at the recent Mid-Winter Trust 
Conference, such research may in the long 
run have the most valuable applications 
Simply because it is not limited to pre- 
conceived ends. It has been the forerunner 
of industrial as well as scientific and 
military achievements. We should seriously 
consider whether there is not a similar 
need in the financial field — as to edu- 
cation or training, machine applications, 
investment practices, economic functions 
and even legal concepts. A most promising 
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step has already been taken in that regard 
by appointment of a Committee on Trust 
Statistics and launching of a nationwide 
survey by the Trust Division's executive 
committee of trust holdings and trans- 
‘actions. 


HARD GOODS ARE SOFT and VICE-VERSA which 
Suggests a closer look at prices and mar- 
kets to find out whether a large part of 
the public has been priced out of the more 
expensive and durable goods. Food, cloth- 
ing and shelter (with various modern 
equipment pertaining thereto, including 
entertainment) pace the stability and even 
increase in these fields. But people don't 
have to buy as new a model car, as fancy 
a house, or automatic washers, dryers and 
freezers and millions of them do not be- 
cause there is less and less left from 
their pension or savings income after pay- 
ing ever-higher prices. Farmers have 
largely been priced out of the non=-neces- 
sity markets, too. With longer educational 
years on one end and longer retirement 
life on the other, industry and labor will 
have to be more realistic in wage and pro- 
ductivity policies. It was the $500 Ford, 
as well as the $5 day that brought popular 
markets, not the $10,000 custom job and 
pay above productivity. 


THE FIRST SOUTHERN TRUST CONFERENCE 
Since 1932 will be held in Atlanta May 
15-16 to give many trustmen below the 
Mason-Dixon line opportunity to attend a 
major conference who heretofore have been 
unable to make the pilgrimage to New York 
or to the host cities of the Western and 
Mid-Continent conferences. And how well 
the vision of Gilbert T. Stephenson has 
been verified since he addressed the first 
Southern Trust Conference in Chattanooga 
in 1928 on the theme "The South as a Fer- 
tile and Untilled Field for Trust Serv- 
ice." Today the South domiciles some of 
the largest trust institutions in the na- 
tion and a great many of the most pleasant 
and able trustees. 


"Trusts and Estates" isS proud to have 
played a part in this revival by providing 
its facilities for the initial inquiries 
to determine the interest of the Southern 
trustmen and giving expression to their 
views as in the Newsorama editorial report 
in October 1955. In 1956, the then presi- 
dent of the A.B.A. Trust Division, Richard 
P. Chapman, appointed a Special committee, 
under the chairmanship of Charles F. 
Zukoski, Jr., of the First National Bank 
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of Birmingham, to study the proposal. Re- 
Sponse to the committee's survey was so 
favorable that the Executive Committee 
concurred with the plans to reintroduce 

the Conference. An original and well-spiced © 
program will be necessary to set the stage © 
for success of the revived Conference, but 
ably shepherded by Joseph Wolfe as secre- 
tary of the Trust Division, James C. 

Shelor, vice president of The Fulton Na- 
tional Bank of Atlanta as general chair- 
man, and N. Baxter Maddox of The First Na- 
tional Bank of Atlanta as program chair- 
man, it should provide both opportunities i 
for discussing regional problems and for 
exchange of ideas and information from 

this progressive and original Source. 





A DEFLATED STOCK MARKET gives trustees 
and investment advisers a chance to make 
some long-desired changes in portfolios in 
which they have investment discretion but 
from which they have been deterred by the 
high penalty of the capital gains tax. In 
advisory capacities, too, trustees are now 
finding customers amenable to selling some 
of their well loved but sickly pets, as 
they see them in a decline. This market is 
not an unmixed evil and can in fact be of 
lasting as well as immediate benefit to 
those taking advantage of its loosing of 
the stranglehold of high prices and thus 
high gains taxes........For those banks 
which procrastinated in setting up Common 
Trust Funds because of the tax bite on 
liquidation of individual trust securi- 
ties, it offers an opportunity that may 
not long continue or soon recur. This is 
particularly true if, as signs indicate, 
we emerge onto a new rising plateau of 
inflation. 


LACK OF TIME TO SOLICIT NEW BUSINESS is 
a pressing problem to most trust depart- 
ments today, yet failure to do so can 
lower income substantially in the years 
ahead. This is especially true as many 
people of means who in a rising market 
felt that "anyone with sense" could do a 
good job of investment management, have 
come to realize the importance of Selec- 
tivity as sharply etched on the thin mar- 
kets....With consummate impartiality the 
editors venture a suggestion that has 
proven very effective, and appreciated by 
trust department heads around the country, 
viz: sending this magazine monthly to the 
members of the Directors Trust Committee. 
They should also receive copies of inforn- 
ative trust ads in advance of publication. 
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Trusts AND EstTaTis } 


Financial services for 
INDIVIDUALS 

acting as 
FIDUCIARIES 


An individual acting as Executor, Administrator, 
Trustee or Guardian — as well as his Counselor, 
Accountant or Advisor—benefits by our unusually 
experienced services to fiduciaries. 


When a Fiduciary appoints Bankers Trust as Cus- 
todian or Agent, the worry and details of property 
management and the exacting demands of record 
keeping are eliminated. All of these services are 
available, in whole or in part, as may be most helpful. 


Safekeeping of Securities 

Collections of Dividends and Interest 
Handling of Security Sales and Purchases 
Stock Transfers 

Investment Advisory Service 


Maintenance of Complete Estate, Trust 
and Income Tax Records 


Real Estate Management and Mortgage Servicing 


Depositary under Court Order 


For prompt personal attention and full information, 
simply write or telephone our Trust Department. 
We shall be glad to send a printed outline of the 
services we render as agent for individual executors. 


if | BANKERS TRUST 
ov, | COMPANY 
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16 Wall Street, New York 15, N. Y. 
REctor 2-8900 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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39th Mid-Winter Trust Conference 








CONFIDENCE MARKS TRUSTEE ATTITUDE 


Diversification of Services to Business and Individuals a Stable Basis 


RUST SERVICE HAS OBLIGATIONS TO 

five groups of people, according to 
Walter Kennedy who as President of ihe 
Trust Division opened the 39th Mid- 
Winter Trust Conference of the Ameri- 
can Bankers Association held in New 
York February 10-12. These groups, said 
Mr. Kennedy who is president of The 
First National Bank of Montgomery, 
Ala., are: trust customers, management 
and staff, directors, stockholders and the 
noncustomer public. In reviewing the 
duties owed by the trust business to each 
of these categories (see p. 188) Mr. 
Kennedy laid greatest stress on the last 
named as basic to the future welfare and 
growth of corporate fiduciaryship. 

In his remarks at the Tuesday morn- 
ing session, President Welman of the 
ABA, and president of the Bank of 
Kennett, Kennett, Mo., said that competi- 
tion in the field of financial services will 
continue intense and he stressed that 
bankers must keep abreast of changing 
public needs if they are to retain their 
position. The goal of maximum service 
to the customer, under one roof, makes 
provision of fiduciary service an in- 
dispensable complement to commercial 
banking facilities. 

Since resolution of the conflict of in- 
terest commercial banks and 
trust institutions in the early part of this 
century, the trust concept has enjoyed 
marked growth. Mr. Welman pointed out 
that the reasons for this growth have 
become even more cogent today with the 
complexities of estate planning, tax in- 
tricacies and investment, fields in which 
the individual must rely upon the 
specialist. Expert counseling assures 
achievement of objectives at lowest cost 
and the banking institution not equipped 
to provide, or make readily available, 
such services runs the risk of losing its 
traditional role of financial adviser to 
its customers. Mr. Welman recognizes 
that profitable operation of a trust de- 
partment and special services are con- 
tingent upon volume and therefore not 
possible for many smaller banks and in 
these instances he suggested more inten- 
sive exploration of arrangements to refer 
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business to correspondent banks, as well 
as self-education by the country banker 
in, to him, the comparatively new fidu- 
ciary field. 

As the United States grows in wealth 
and becomes wiser in planning estates, 
the volume of trust business will grow 
and trust advertising will become more 
important than ever, Merrill Anderson, 
president, The Merrill Anderson Co., 
Inc., New York, observed in his address 
on trust advertising. Advertisers are 
making increasing use of science and 
pseudo-science, but one concept has 
greater practical value than all the rest 
together. That one is the importance of 
the self-image. Frequency and _repeti- 
tion also are essential. Mr. Anderson of- 
fered nine specific recommendations on 
trust advertising and illustrated his talk 
with slides of ads used by some of the 
nation’s outstanding banks. His address 
is excerpted at page 192. 


Drafting and Discretion 


A significant proportion of the Con- 
ference program was devoted to drafting 
and estate planning. Returning for the 
ninth time since 1931, Professor Austin 
W. Scott of Harvard Law School express 
his views on the validity of the ever- 
increasing device of pourover wills. Pro- 
fessor Scott’s conclusion (see p. 189) is 
that a bequest to an existing trust 
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At Trusts and Estates’ exhibit during Trust 

Conference. Charles A. Briggs and Harry K. 

Marshall of County Trust Co., White Plains, 
look over material published by T&E. 


created by the testator, whether amend- 
able or not, is valid under either the 
doctrine of incorporation by reference 
or that of independent significance. 


At the close of his address Professor 
Scott was presented with a testimonial 
scroll by the Trust Division through sec- 
retary Joseph H. Wolfe. The scroll de- 
scribed him as “student, scholar, teacher. 
writer . . . whose name is synonymous 
with trust law.” 


The legal and practical aspects of dis- 
cretionary provisions for payment of 
principal and income were appraised by 
Don H. McLucas, vice president, The 
Northern Trust Co., Chicago. Such 
clauses have come into increasing use, 
stimulated in large part by tax con- 
siderations. Mr. McLucas offered a num- 
ber of suggestions for increasing the 
effectiveness of these provisions and 
avoiding doubts and litigation through 
careful draftsmanship and_ record 
preservation. His address is printed at 
page 210. 


The best interests of the customers, the 
bar and corporate fiduciaries themselves 
are served when a trust department re- 
views wills and trust agreements drawn 
by the client’s lawyer—before they are 
submitted to the client. So stated William 
W. Graulty, assistant secretary, The 
Connecticut Bank and Trust Co., Hart- 
ford. Such an analysis, he said, gives 
the fiduciary its only real opportunity 
to eliminate administrative and interpre- 
tive questions which arise in the ad- 
ministration of estates and trusts. Mr. 
Graulty’s checklist of points to watch 
for in reviewing documents is set forth 
at page 248. 

The panel on estate planning, regarded 
by many as one of the highlights of the 
Conference—which it closed, considered 
a hypothetical case involving a closely 
held business interest. A summary is 
published at page 252. 


Nadler on the Economy 


Dr. Marcus Nadler, Professor of 
Finance at New York University, marked 
his tenth appearance before a Mid-Win- 
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ter Trust Conference audience with a 
detailed analysis of the impact on trust 
investment policies of the current eco- 
nomic readjustment (see p. 222). He 
warned that leveling of price indices now 
does not rule out further inflationary 
trends, even though possibly at a lower 
rate than that of the past two years, 
and he advocated inclusion of equities 
in trust accounts on a flexible basis but 
with great stress upon selection and 
market timing. His view of interest rate 
movements favors more ease in the im- 
mediate future, with firming tendencies 
as the readjustment draws to a close. 
The secular trend of interest rates, how- 
ever, is upward but the peak of the 1957 
summer is not likely to be topped. 

In answer to questions from the floor, 
Dr. Nadler predicted lower export totals 
than in 1957. Not only is productive 
capacity now ample in the United States 
but a like condition is growing through- 
out the Free World, coupled with a dol- 
lar shortage, to further plague move- 
ment of goods internationally. What- 
ever this country can do to ease condi- 
tions by supporting constructive meas- 
ures such as reciprocal trade agreements 
should be done and we should not 
curtail imports too drastically thereby 
aggravating the already slackening trade 
currents. 

As to the efficacy of Government 
counter-measures to halt a downturn 
in business, Dr. Nadler agreed that there 
were several alternates, such as greater 
defense spending, stepped-up unemploy- 
ment insurance, an enlarged public 
works program, speeding up of various 
programs carrying grants in aid, educa- 
tion and research undertakings, plus the 
expedient of lowering taxes in the face 
of a prospective budget deficit. However, 
nobody can say how long the downturn 
may last; Government intervention has 
impact upon the economy but it takes 
time to act. Noting the decline in total 
spending upon consumer durables, he 
remarked that savings are edging up a 
bit as Mother takes over control of the 
exchequer in moments of stress and 
that, until the skies clear, soft goods 
should do better than hard goods. 

As to the possibility of a long strike 
in the automotive industry, the attitude 
of the union will be the deciding factor 
and it is too early to gauge their tactics 
which will depend upon conditions in 
the industry at the time. Current sales 
are not up to expectations, with 5.5 mil- 
lion cars the probable total for the 
model year, and if dealer inventories are 
amile at the time, the industry would 
be in excellent condition to wage a 
hard struggle. In that event, a strike 
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could be a long one and favorable terms 
of settlement could lay the foundation 
for a good 1959 motor year. 


Investment Theory and Practice 


The shrinking purchasing power of 
the dollar and the nearly uninterrupted 
rise of selected stock prices over the 
past fifteen years of business boom have 
raised vexing problems for the trustee, 
said Bascom H. Torrance, vice president 
and chairman of the trust investment 
committee, City Bank Farmers Trust 
Co., New York City, at the Tuesday 
afternoon session devoted to the invest- 
ment scene. Greater emphasis has been 
placed upon capital growth than upon 
investment income in recent years by 
some trust officers and _ beneficiaries; 
however, in the speaker’s opinion, the 
essential concept of the trust as a pro- 
tective device remains unchanged and 
the interests of both life tenant and re- 
mainderman will be best served by pre- 
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“I call it ‘The Meeting Place’” 





serving perspective and a sense of bal- 
ance. 

Tracing the history of currency de- 
preciation, Mr. Torrance concluded that 
it is impossible to defeat it or gauge its 
degree or timing accurately; conse- 
quently it appears unwise to rush blindly 
into equity investment exclusively. No 
company or industry can count upon 
uninterrupted growth, either in business 
volume or valuation of its stock. He 
favored broad inclusion of equities but 
for “better reasons than either the fact 
or the fear of inflation for there is little 
convincing proof that rising stock prices 
are necessarily and solely a function of 
the changing value of money.” This era 
of rising stock prices coincident with a 
decline of the dollar to today’s lows is 
too short and unusual a period to justify, 
in his view, a whole new philosophy of 
trusteeship. His paper appears at page 
226. 

Following Mr. Torrance’s statement 
of the trustee’s philosophical approach to 


the problems of protecting purchasing 
power, Burton A. Miller, vice president, 
The National City Bank of Cleveland, 
cited statistical comparisons to demon- 
strate that the stock market provides no 
real “purchasing power protection” in 
itself but that selected stocks can do 
well for their owners whether or not 
consumer prices are rising. This places 
a premium upon careful selection and 
alert supervision, tied in with the cir- 
cumstances of each account and close 
cooperation with the estate planning 
function. Mr. Miller demonstrated 
graphically the squeeze on real income 
over the last 20 years due to rising tax 
rates and soaring consumer prices, 
which situation in some accounts is 
complicated by inability to make 
switches for better income because of 
capital gains liabilities. 

Mr. Miller referred to stock price 
indices of Standard and Poor’s cover- 
ing 73 industry groups from 1946 to 
date which showed 27 below the 1946 
highs, 18 above but by less than the 
44% increase in consumer prices, and 
28 ahead of the price rise. Those in- 
vestors unlucky enough to be outside 
of the last group, to say nothing of 
picking the right companies in the 
favored groups, have really fared rather 
ill. This statistic affords a sales tool 
for investment departments, however, 
and bears out his contention that it is 
much less important to be concerned 
over the percentage of equities in an 
account than to be confident that they 
are companies which are healthy and 
keyed to the needs of the beneficiaries. 
Mr. Miller’s address appears at page 234. 

There followed the ever popular panel 
on current investment practices, which 
is reported at page 237. 


Four-Ring Show 


Monday afternoon was taken up with 
four concurrent sessions devoted, re- 
spectively, to Smaller Trust Depart- 
ments, Medium Trust Departments, Pen- 
sion and Corporate Trusts (these three - 
detailed below) and a Cost Accounting 
Workshop for Smaller Trust Depart- 
ments, a repeat of the successful forum 
conducted at the Mid-Continent Trust 
Conference (see Dec. 57 T&E, p. 1244) 
by John M. Cookenbach, vice president, 
The First Pennsylvania Banking and 
Trust Co., Philadelphia. 


Smaller Departments 


The common trust fund idea is the 
most important single development in 
corporate fiduciary affairs in the past 
decade, Donald Ross, trust officer, Proc- 
tor (Vt.) Trust Co., declared in his 
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address at the Smaller Trust Depart- 
ments session. He traced the 25-year his- 
tory of the common trust fund operated 
by his institution, answered the main 
objections to the establishment of such 
a fund and discussed the advantages that 
could be obtained. “If you will care- 
fully factorize, then evaluate the reasons 
for and against establishing a common 
trust fund, I am sure you will conclude 
that all smaller trust departments should 
establish one,” he said. Mr. Ross’s ad- 
dress is published at page 255. 


A trust department should select its 
accounting system, or features of it, so 
they can expand within limits of reason- 
able estimates of future growth for the 
department, Joseph R. Wyatt, Jr., trust 
officer, First National Trust & Savings 
Bank, Lynchburg, Va., advised the audi- 
ence at this session. He listed the ad- 
vantages of mechanical equipment and 
discussed the uses of a bookkeeping 
machine, the methods of reproducing 
documents, and the purposes to which 
addressing equipment can be put. The 
posting of income receipts was con- 
sidered in detail, as well as income 
and principal payments and asset rec- 
ords. Separate sections for preparation 
of the daily work and for bookkeeping 
were described and the various book- 
keeping records discussed. The speaker 
touched upon storage of old records and 
periodic accounting to the beneficiaries 
and courts. Mr. Wyatt has written an 
article for TRUsTs AND EsTaTEs on this 
subject, to be published in an early 
issue. 

This session concluded with a Panel 
discussion which is reported at page 


257. 


Pension and Corporate Trusts 


Proposed Federal legislation requiring 
registration and reporting of employees 
benefit plans was highlighted by Charles 
R. MeNeill, assistant general counsel of 
the A.B.A., at the session on Pension and 
Corporate Trusts. Mr. McNeill also com- 
pared the features of the various State 








statutes enacted in recent years. His 
analysis appears at page 196. 

It is time to reconsider readjustment 
of fees for administering pension and 
profit sharing trusts, declared Cecil P. 
Bronston, vice president of Continental 
Illinois National Bank and Trust Co., 
Chicago. Reviewing recent developments 
in this field (see p. 200) Mr. Bronston 
concluded that there is no justification 
for price competition among banks. 

A cogent argument for corporate fidu- 
ciary support of the Model Fiduciaries’ 
Securities Transfer Act was presented by 
Francis T. Christy of the New York law 
firm Christy & Perkins. Emphasizing the 
great burden of documentation required 
under the present system, Mr. Christy 
lauded the simplicity of the Model Act 
which has thus far been adopted in 
Illinois, Delaware and Connecticut. His 
paper is printed at page 205. 

In a question period following the 
addresses at this session, Mr. Christy 
stated that the trend today on the part 
of the transfer agent is to place little 
or no importance upon the domicile of 
the transferor, the domicile of the cor- 
poration and the transfer agent being the 
governing factors under the Act. For 
example, if stock of a Delaware cor- 
poration were being transferred in 
Chicago, both states having enacted 
the Model Act, there would be no need 
of documentation, whereas stock of a 
New York corporation would not be so 
transferred in Chicago if New York had 
not adopted the Act. 

Mr. Bronston remarked that in joint 
investment funds for retirement plans, 
it was less important to restrict the 
maximum size of participation in an 
equity plan than in a balanced one. The 
objective is to avoid excessive imbal- 
ance, citing around 15% as a nominal 
top, although one of his institution’s 
joint funds with about $20 million total 
numbers two participants of $3 million 
and $4 million. 


Medium Trust Dep2rtments 


The risk of surcharge was minimized 





Panel on Problems of 
Medium Trust Depart- 
ments: Left to right, 
Noel T. Robinson, vice 
president and trust offi- 
cer, Central National 
Bank and Trust Co., Des 
Moines, Iowa; Noel L. 
Mills, vice president and 
trust officer, Deposit 
Guaranty Bank and Trust 
Co., Jackson, Miss.; C. 
E. Treman, Jr., vice presi- 
dent and trust officer, 





Tompkins County Trust Co., Ithaca, New York, leader; L. S. Severance, trust officer, 
United States National Bank of Portland, Ore.; Morton Smith, vice president, Girard 
Trust Corn Exchange Bank, Philadelphia. 
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by Morton Smith, vice president, Girar:| 
Trust Corn Exchange Bank, Phila- 
delphia, at the session for Medium Trust 
Departments. Citing a study made bh, 
Paul Wren of Old Colony Trust Co. in 
Boston, Mr. Smith said that from 1836 
to 1944 only 24 surcharge cases had 
reached the Supreme Judicial Court of 
Massachusetts, with only eight resulting 
in surcharge of the fiduciary. 

On Mr. Smith’s entry into the trust 
business a quarter century ago, the num- 
ber one problem was the risk of sur- 
charge, yet far fewer liabilities have 
been incurred than expected because of 
the enlightened attitude of the courts 
which refused to practice hindsight in 
appraising the investment judgment of 
trustees. Faithful performance has been 
the important test. With the general 
trend of values being upward, the risk 
of surcharge is no longer a bugaboo but 
simply, in Mr. Smith’s opinion, a matter 
of business risk to be guarded against as 
well as possible. 

The fiduciary should, in addition to 
doing a good conscientious investment 
job, cultivate relations with the bene- 
ficiaries and any co-trustee, particularly 
as to investment policy; a satisfied bene- 
ficiary is not likely to bring a surcharge 
action. If, however, such a suit is 
brought, the trustee stands a_ good 
chance to win by proving that it has 
faithfully discharged three cardinal 
duties: to be careful, to be loyal, and not 
to delegate. 


In detailing these duties, Mr. Smith 
expressed his doubt that courts will re- 
quire trustees to preserve the purchasing 
power of the assets as distinguished 
from the principal value. A major difh- 
culty in this connection would be assess- 
ing the measure of damages. Putting it 
another way, Mr. Smith opined there is 
no reason to fear surcharge if there has 
been exposure to the possibility of a 
profit through well 
stocks. 


chosen common 


Investments not conforming to statu- 
tory standards should be disposed of 
within a year, else the burden of prov- 
ing the propriety of retention becomes 
greater, Mr. Smith declared. State law 
varies as to the duty of diversification. 
Massachusetts and New Jersey, for ex- 
ample, requiring it whereas Pennsyl- 
vania does not. Nevertheless, even in a 
state such as the latter, it remains 1- 
portant to review accounts on the ques- 
tion of disproportionately large holdings 
and insert in the trust committee records 
the reasons for retention. 


It is not proper to sell a security ai 2 | 


(Continued on page 259) 
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Progress Report No. 1: Today, a hole in the ground ...in 1960, a 23-story skyscraper 


Chicago is busy, bustling, building — living 
up to its promised future. 


The first stages of our world port facilities 
are well underway. They will be ready and 
waiting for the opening of the St. Lawrence 
Seaway next year. 


New toll roads and expressways are un- 
raveling in every direction... modern 
housing is rising from slums... new com- 
mercial and industrial construction is re- 
shaping the skyline. These are proof the new 
Chicago is on its way. 


Against this background, we’ve recently 
started our own new 23-story building. When 
completed in 1960, it will more than double 
the present Harris Trust Building and ex- 
press our conviction that Chicagoans have 
stepped into an unlimited future. 


If you and your customers expect to have 
business in the new Chicago, we’ll welcome 
an opportunity to show you how you could 
benefit from acorrespondentservice that offers 
a combination of broad experience, seasoned 
judgment, and person-to-person attention. 


p! 


HARRIS * BANK 


Organized as N. W. Harris & Co. 1882—Incorporated 1907 
115 WEST MONROE STREET—CHICAGO 90 


Member Federal Reserve System ... Federal Deposit Insurance Corporation 
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(BLIGATIONS OF TRUST SERVICE 


Five Groups to Whom Duties are Owed 


WALTER KENNEDY 


President, Trust Division, American Bankers Association; 
President, First National Bank of Montgomery, Alabama 


HERE ARE AT LEAST FIVE GROUPS OF 
é i; people to whom trust business or 
trust service owes duties: trust custo- 
mers; executive management and the 
trust staff; the board of directors; the 
stockholder; and the general public, or 
noncustomer. 

Trust customers are also entitled to 
experienced and conservative manage- 
ment, and genuine sympathetic personal 
interest and services. Our obligation to 
them often begins before the delivery of 
the trust property to the trust institu- 
tion. Often there is an opportunity and 
an obligation to give the customer es- 
tate planning advice and service before 
the customer relationship is actually en- 
tered into. Trustmen are obligated not 
to intrude on the responsibilities of the 
other members of the estate planning 
team. 


It is the obligation of Trust institu- 
tions to provide periodic, intelligible 
statement of account. Many statements 
leave something to be desired from the 
customers’ viewpoint — not from lack 
of accuracy, or from the results they re- 
flected, but from lack of clarity and in- 
telligibility. Much can be accomplished 
in the field of simplified accounting 
statements, free from abbreviations and 
technical terms. 

Wherever possible, it is highly desir- 
able to discuss important decisions with 
adult beneficiaries before the fact, rather 
than afterwards. In most cases, the de- 
cision must be your responsibility but 
the psychology of talking such matters 
over with the beneficiary in advance in- 
variably leads to a better understanding 
and relationship. 

Another obligation which trust insti- 
tutioas owe the customer is not to pur- 
sue a sterile course of riskless manage- 
ment. Trust business, like all others, in- 
volves some calculated risks. The so- 
called “Battle of the Giants” in 1950 be- 
tween the late Mayo Shattuck and Lou 
Headley impressed us with the idea that 
a trustee has a difficult position to main- 

Summary of address before 39th Mid-Winter 


Trust Conference, American Bankers Assn., Feb. 
10, 1958. 
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tain between the traditional theory of 
conserving the principal and the more 
recent conception of maintaining the 
purchasing power of the income. An in- 
vestment and management policy which 
is based solely on avoiding investment 
risks, and all potential liability, cannot 
do justice to the customer. As Mayo 
Shattuck aptly expressed it, “Managerial 
mobility is the only true security.” 

Another obligation to the trust custo- 
mer is the duty to preserve the confiden- 
tial nature of the relationship. Rule 
number one for all trust employees must 
be not to discuss customers’ business 
with any one at all. 

When there is an inescapable, adverse 
interest between a corporate fiduciary 
and a trust estate under its manage- 
ment, there are only three possible 
choices — to resolve the decision in 
favor of the trust estate; submit the mat- 
ter to a court for proper jurisdiction for 
instructions; or take appropriate action 
for the substitution of another successor 
fiduciary. 

Management must “field a good 
team”; establish sound policies; equip 
the staff with proper quarters, reason- 
able privacy, and up-to-date systems and 
equipment; and pay compensation com- 
mensurate with the responsibilities per- 
formed. There is also an obligation to 
provide opportunities for advancement 
through training in every available form 
— schools, conferences, conventions, and 
visits to other trust institutions. 

In return, beyond the obvious duties, 
top management is entitled to be kept 
fully informed of what is going on in 
the trust department through informal 
reports, as well as the more formalized 
minutes and reports of committees. Per- 
haps top management’s best means of 
keeping in touch with trust department 
matters is through attendance and active 
participation in trust department com- 
mittee meetings. 

The board of directors of a Federal 
Reserve member bank has certain posi- 
tive obligations to the trust department 
imposed upon it by Regulation. The 
trust staff is in turn obligated to the 


board members to the same extent as to 
the executive management of the bank. 

It is our obligation to produce a rea- 
sonable profit to the institution’s owners. 

Despite the fact that the volume of 
trust business has enjoyed a tremendous 
growth in recent years, only a fraction 
of the potential business that might he 
appropriately handled by trust institu- 
tions is being currently obtained by 
them. Perhaps the most plausible ex- 
planation for this big difference is lack 
of understanding, our failure to inform 
prospective customers of what we can 
do, and the many advantages of using 
our services. If the banks and trust com- 
panies of America expect to increase 
their share of the potential fiduciary 
business of this country, it must come as 
a result of educating and informing the 
public of the extent and value of our 
services. 

This is one of our major obligations to 
the great multitude of people who own 
property. It is not an audience that can 
be addressed and dismissed. It is an un- 
ending parade. We should advertise, pub- 
licize, and educate through all appropri- 
ate media constantly; but there is no 
publicity or advertising quite as effec- 
tive in developing trust business as suc- 
cessful and satisfactory performance. 

It should be our aim not only to please 
our individual customers, but to so han- 
dle the property under our management 
that society as a whole will benefit. 

A AA 
Trust Division LAUNCHES SURVEY 
oF TrUsT HOLDINGS AND 
TRANSACTIONS 


The Executive Committee of the Trust 
Division of the American Bankers As- 
sociation has launched a survey of hold- 
ings and transactions in bank-adminis- 
tered personal trusts on a nationwide 
basis, designed to provide information 
which will be of value and assistance to 
trust departments. The data collected will 
be used at the discretion of the Executive 
Committee of the Trust Division. The 
survey will continue on a yearly basis 
following computation of the 1958 
figures immediately after Jan. 1, 195%. 
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Pouring 


Over 


BEQUEST TO LIVING TRUST — AMENDED OR NOT — IS VALID 


AUSTIN W. SCOTT 


Professor of Law, Harvard Law School, Cambridge, Massachusetts 


HE QUESTION WITH WHICH WE ARE 

here concerned is whether a_per- 
son who has created a living trust can 
by his will leave property to be added 
to the trust. The law governing the crea- 
tion of a trust by will is thus stated in 
the Restatement of Trusts, $54: 


A trust cannot be created by a will 
unless the intention to create a trust 
and the identity of the beneficiaries 
and of the trust property and the 
purposes of the trust can be ascer- 
tained 

(a) from the will itself; or 

(b) from an existing instrument 
properly incorporated in the will by 
reference; or 

(c) from facts which have signifi- 
cance apart from their effect upon 
the disposition of the property de- 
vised or bequeathed by the will. 
This shows that there are two separate 

grounds on which a disposition by will 
may be upheld even though the terms 
of the disposition do not appear in the 
will. The first ground is incorporation by 
reference; the second is a resort to facts 
of independent significance. 

In some states, it is held that an in- 
strument, although unattested, can be 
incorporated in a will, provided that the 
instrument is in existence at the time 
of the execution of the will and is re- 
ferred to in the will as an existing instru- 
ment. 

The second ground is available in all 
the states. Even though the identity of 
the persons intended to take under the 
will, or the property which they are in- 
tended to take, does not appear in the 
will, it is sufficient if they can be ascer- 
tained from facts which have significance 
apart from their effect upon the dispo- 
siiion of the property devised or be- 
queathed by the will. Thus, as to the 
property, it is sufficient to refer to it as 
the testator’s residence, or as the furni- 
ture contained in the house, or the se- 
curities in his safe deposit box. So too, 
the identity of the persons to take may 
be determined by facts of independent 
significance. Thus a bequest is valid 





‘rom address before 39th Mid-Winter Trust 
Conference, American Bankers Association, Feb. 
10, 1958. 
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Professor Austin W. 
Scott, speaking at open- 
ing session of Mid-Winter 
Trust Conference. Also 
shown (left to right): 
Joseph H. Wolfe, secre- 
tary of the Trust Divi- 
sion; Walter Kennedy, 
president, Trust Division; 
Merrill Anderson, another 
speaker. 


where made to the nephews and nieces 
of the testator or a third person, or to 
persons in the employment of the testa- 
tor at the time of his death, or to such 
persons as may care for him in his last 
illness. In all these cases, resort is had 
to facts existing not at the time of the 
execution of the will but at the time of 
the testator’s death. 


Pourover to Fixed Trust 


These two grounds for upholding the 
disposition in a will which is not com- 
plete on its face are applicable to the 
situation which arises where a testator 
seeks to pour over property by will into 
a living trust. Suppose that a man 
creates a living trust under a written 
instrument signed by him but without 
the formalities necessary for the execu- 
tion of a will, conveying property to the 
X Trust Company and spelling out the 
terms of the trust. Thereafter he exe- 
cutes a will devising and bequeathing 
property to the X Trust Company to be 
held and disposed of in accordance with 
the terms of the trust theretofore created 
by him and identifying the trust instru- 
ment by the date it bears. 

It may be possible to uphold the dis- 
position on the ground that the trust 
instrument is incorporated by reference 
in the will, provided that the trust in- 
strument was in existence and was re- 
ferred to in the will as in existence at 
the time of the execution of the will. 
Note that it is the trust instrument and 
not the trust itself which is incorporated 
in the will. 

It is also possible to uphold the dis- 
position on the ground that the living 





trust is a fact of independent signifi- 
cance. The testator is merely ‘adding 
property by will to a trust which has 
existence apart from the will. Note that 
it is the living. trust, and not the trust 
instrument, which is a fact of indepen- 
dent significance. 

The clearest situation arises where the 
living trust was not subject to revocation 
or amendment. The leading case is 
Matter of Rausch, 258 N.Y. 327 (1932), 
in which the court held that the bequest 
was valid. The result can be supported 
either on the ground that the trust agree- 
ment was incorporated in the will by 
reference, or on the ground that the liv- 
ing trust was a fact of independent sig- 
nificance. It is not clear whether Judge 
Cardozo intended to rely on the one 
ground or on the other or on both. At 
any rate, the decision established the 
validity in New York of the pouring over 
of additional property by will into a 
living trust existing at the time of the 
execution of the will and not subject 
to amendment or revocation. 


Pourover to Changeable Trust 


Now suppose that the living trust is 
revocable or subject to amendment by 
an instrument delivered to the trustee. 
If the trust was not in fact revoked or 
amended after the execution of the will, 
it seems clear to me that the disposition 
is valid. It could be upheld on the 
ground that the testator incorporated by 
reference the trust instrument which was 
in existence at the time of the execution 
of the will, and that it is immaterial that 
he attempted also to incorporate a pos- 
sible future instrument amending the 
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trust, since there was no such instrument 
in fact. So also it can be upheld on the 
ground that the trust was a fact of in- 
dependent significance. The disposition 
was upheld on this ground in Swetland 
v. Swetland, 102 N.J. Eq. 294 (1938). 

Suppose, however, that the living trust 
was in fact amended after the execution 
of the will and that no codicil was 
executed after the amendment. Let us 
suppose, for example, that a widower, 
having three children, A, B, and C. 
creates a living trust for A and B, re- 
serving a power of amendment, and that 
he then executes a will leaving all his 
property to be added to the living trust, 
and that he thereafter modifies the living 
trust by designating A as the sole bene- 
ficiary. It might be held (1) that A is 
entitled to the property passed by the 
will; (2) that A and B are entitled to 
it; or (3) that the whole distribution 
fails and the property passes to A, B, 
and C as next of kin. 

It seems to me that the property 
should go to A. This is what the testa- 
tor presumably intended. It is true that 
the instrument of amendment executed 
after the execution of the will cannot be 
incorporated in the will by reference. 
But the living trust is a fact of inde- 
pendent significance. It is just as sig- 
nificant after the amendment as it was 





at the time of the execution of the will. It 
is sufficient that a fact of independent 
significance exists at the time of the 
testator’s death. It should not be fatal 
that the trust has been modified after the 
execution of the will. As we have seen, 
a testator may leave property to such 
persons as may be in his employment at 
the time of his death. It is immaterial 
that he can in effect change the bene- 
ficiaries by hiring and firing employees 
after the execution of the will. The 
employment at the time of his death is a 
fact of independent significance. Similar- 
ly, the existence of a living trust at the 
time of his death is a fact of independent 
significance. 

It is true that the law as to this is not 
well settled. There is some authority to 
the effect that the property passes in 
accordance with the terms of the living 
trust as of the time of the execution of 
the will, regardless of subsequent amend- 
ments. There is some authority to the 
effect that the disposition fails altogether. 
But it seems to me that it should be per- 
missible to pour over by the will into the 
living trust as constituted at the testa- 
tor’s death. This is what the testator 
intended, and it seems to me that there 
is no policy underlying the Statute of 
Wills which precludes the carrying out 
of his intention. 











1s “*ey ro Tue SER 











Mel TOLEDO TRUST| Co. 











Established in 1868 
Toledo 3, Ohio 


Complete facilities for handling all 


Banking, Personal and Corporate Trust Business 


Member Federal Deposit Insurance Corporation @ 


Resources Over $320,000,000 


Member Federal Reserve System 

















190 


As Judge Cardozo said in Matter o. 
Rausch, “Much will depend upon th 
extent to which the door is likely to bh: 
opened to chicanery or mistake if ther: 
is relaxation of the requirement of a self- 
sufficient integration.” It is generally ad 
mitted, as Judge Cardozo held, that prop 
erty may be poured over by will into « 
living trust which is not subject to 
amendment. It seems to me that there i- 
no greater danger of chicanery or mis- 
take where the living trust is amendable. 
whether or not it is in fact amended after 
the execution of the will. It is true that 
if the trust instrument is amended after 
the execution of the will, the testator may 
thereby in effect modify the disposition 
made by the will. But I see no greater 
danger of chicanery or mistake than 
there is where he makes a disposition by) 
will which does not on its face state the 
terms of the disposition. 


Statutory Clarification 


In the few cases which deal with the 
pouring over by will into a subsequentl, 
amended trust, the courts have not in- 
frequently overlooked the distinction 
between the doctrine of incorporation by 
reference and the doctrine of independ- 
ent significance. In view of the uncer- 
tainties as to the problem of pouring 
over. statutes have been enacted quite re- 
cently in a number of states. These in- 
clude* Connecticut,' Delaware,” Illinois.” 
Indiana,* Nebraska,® North Carolina." 
Oregon,’ Wisconsin* and Wyoming.” 

The Illinois law provides that: 


“By a will signed and attested as 
provided in this Act a testator may 
devise and bequeath real and per- 
sonal estate to a trustee of a trust 
which is evidenced by a written in- 
strument in existence when the will 
is made and which is identified in the 
will, even though the trust is subject 
to amendment, modification, revoca- 
tion or termination. Unless the will 
provides otherwise, the estate so de- 
vised and bequeathed shall be gov- 
erned by the terms and provisions of 
the instrument creating the trust in- 
cluding any amendments or modifica- 
tions in writing made at any time be- 
fore or after the making of the will 
and before the death of the testator.” 


Statutes using the same language as 
that in Illinois have been enacted in 
Nebraska and in Wyoming. There are 


somewhat similar statutes in Delaware. 





*"The list is not exclusive. Ed.] 

‘Laws 1957, c. 575. 

“Laws 1957, H.B. 216. 

3R.S., ¢. 3, $194a. 

‘Stat. Ann., “6-601. 

“Laws 1957, c. 113. 

®SGen. Stat., °31-47, as inserted by Laws 1955, 
388. 

TLaws 1957, c. 345. 

‘Stats., §231-205, as amended by Laws 1957, 
404. 

*Laws 1957, c. 180. 
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Indiana, North Carolina, and Wisconsin 
permitting the pouring over of property 
by will into a living trust even though 
the trust was amended after the execu- 
tion of the will. The devise or bequest is 
governed by the provisions of the living 
trust which are effective at the testator’s 
death. 

These statutes require, however, that 
the trust must be created and evidenced 
by a written instrument executed prior 
to the execution of the will, although it 
may be amended thereafter. 

In Oregon, however, it is provided 
that a devise or bequest may be made 
to the trustee of a trust in existence at 
the date of the testator’s death and estab- 
lished by written instrument executed 
prior to the execution of such will, and 
that such devise or bequest shall not be 
invalid because the trust is amendable 
by the settlor or by any other person. 
provided that the will or a codicil was 
executed subsequent to the time of execu- 
tion of the trust instrument and_ all 
amendments thereto. 

In Connecticut the statute is much 
stricter. It permits pouring over where 
the trust instrument was executed and 
acknowledged and witnessed by at least 
two persons and provides that if the trust 
may be revoked or amended, the de- 
vise or bequest shall be invalid if after 
the execution of the will or codicil the 
trust is revoked or amended, although 
it provides that a change of trustees to 
substitute a corporate trustee shall not 
be deemed a revocation or amendment. 


Open Questions 


There remain some troublesome ques- 
tions as to the application of the prin- 
ciples here discussed. Suppose that the 
living trust includes no assets prior to 
the testator’s death. In that case. the 
trust has no independent significance. al- 
though perhaps the trust instrument may 
be incorporated in the will by reference. 
Suppose that the assets included in the 
trust are insignificant in amount. Sup- 
pose that the living trust was created 
after the execution of the will and thus 
the trust instrument could not be in- 
corporated by reference in the will; still 
does it not have independent significance 
if created at some time prior to the testa- 
tor’s death? Suppose that the living trust 
Was not created by the testator himself 
but by a third person; can the pouring 
over be upheld either on the ground of 
incorporation by reference or on that of 
independent significance? 

Assuming that the testamentary dispo- 
siiion is valid, does it result in two 
trusts with identical terms, one a living 
trust and the other a testamentary trust? 
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Or does it result in a single trust, and 
is that trust to be treated as a living 
trust? If one merely applied the doctrine 
of incorporation by reference, it might 
seem that by the will a separate and 
testamentary trust is created. But under 
the doctrine of independent significance 
it seems clear that by the will property 
is added to an existing inter vivos trust 
and that the trust continues to be a liv- 
ing trust. This is the result which has 
been reached in the few cases which have 
dealt with the matter. In Jn re York 
Estate, 95 N.H. 435 (1949) the court 
said that “the executors may pay the 
legacy to the trustees of the inter vivos 
trust, taking their receipt therefor, and 
no occasion arises for the establishment 
of a testamentary trust, or for invocation 
of our statutes relating to the appoint- 
ment of trustees.” 

The same result has been reached by 
statute in two other jurisdictions. Thus 
in North Carolina it is provided that the 
property poured over by the will shall 
not be deemed held under a testamentary 
trust.+ In Connecticut it is provided that 
the reference to the living trust shall not 
cause such trust or such part of the 
assets distributed to it by such devise 

+[This also seems to be the approach followed 


in the Pennsylvania statute — Laws 1957, Act 
378. Ed.] 


or bequest to be subject to the jurisdic- 
tion of the probate court unless any 
trustee resides outside the state, in which 
event it shall be administered as a testa- 
mentary trust under the continuing juris- 
diction of the probate court in which the 
will is admitted. 

I thoroughly agree with the notion 
that it is permissible to add property 
by will to a living trust, whether amend- 
able or not, whether or not actually 
amended after the execution of the will 
and that this results in a single enlarged 
living trust. I think that this process is 
aptly called “pouring over.” 


A A A 


Fidueciaries Diseuss Gifts 
to Minors Law 


At the January 14 round-table dis- 
cussion of the Corporate Fiduciaries As- 
sociation of Boston, Raymond A. MclIn- 
tyre, assistant vice president, Old Col- 
only Trust Co., spoke on “A Corporate 
Trust Officer’s View of the New Laws 
on Gifts*to Minors.” Mr. McIntyre had 
addressed the Cashiers Association of 
Boston on this subject soon after the 
Governor's approval of the Gifts to 
Minors Act, which became effective 
December 16, 1957. 





When you and your client join 
forces with our trust officers, you can 
be confident that your client’s affairs 
will be given thoughtful, personal 
attention and sound administration. 
You will also find that The Bank 


of California’s unique 
tri-state operation offers 
the definite advantage of 
ancillary administration 
in California, Oregon 
and Washington. 
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How to be Effective at Reasonable Cost 


Art of Trust Advertising 


MERRILL ANDERSON 


President, The Merrill Anderson Company, Inc., New York City 


S THE COUNTRY GROWS IN WEALTH, 
A and becomes wiser in its planning 
of estates, the volume of Trust business 
will grow. Even negative events have 
their compensations: A good many 
people who used to have fun investing 
on a do-it-yourself basis found when 
securities slid downhill that the zest was 
out of the game. 

All this makes trust advertising more 
important than ever. The better we suc- 
ceed, the better it will be for the com- 
munities we serve, and for America. 

Granted, you have human imperfec- 
tions, like the rest of us, and the securi- 
ties you buy can go down, as well as 
up. Nevertheless, you offer a combina- 
tion of specialized experience, financial 
responsibility, continuing existence, in- 
vestment knowledge, impartiality, and 
the interest of a career man—and I do 
not see even a close second to compete 
with you. 

What is the most effective way, at 
reasonable cost, to tell people about these 
things you offer? 

Advertisers are making increasing use 
of science and pseudoscience. Sociology. 
psychology, even psychoanalysis are very 
much with us, in motivation research 
and depth interviewing. Out of all the 
scientific jargon, one concept has had 
greater practical value, than all the rest 
together: the importance of the self- 
image. Pharmaceutical manufacturers 
found that their advertising of certain 
wonder drugs, addressed to the medical 
profession, was falling flat. The doctors 
were actually hostile to the advertising. 
Didn’t it tell the truth? It did. Weren’t 
the claims impressive? They were in- 
deed. But they gave the wonder drugs 
the credit for the cures. The doctor, by 
and large, pictured himself as the healer, 
whose experience and judgment told him 
which wonder drug to use, and when— 
not a mere pill pusher. So, that manu- 
facturer shifted his advertising appeal, 
and the effect was as magical as the 
wonder drugs themselves. The doctor’s 


From address, illustrated with projected slides, 
before 39th Mid-Winter Trust Conference, Ameri- 
can Bankers Assn., Feb. 10, 1958. 
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self-image had been reached—and_ it 
responded. 

If you will keep this incident in mind 
—the self-image of professional men— 
when you are thinking about attorneys 
and their reaction to your advertising, it 
will be of notable value in building 
cordial relations with the bar. 

Oddly enough, the greatest hurdle you 
have to clear in getting the public to act 
is one which is not infrequently found 
in trust departments: procrastination. 
Often the trust advertising and business 
development program is waiting for 
some one to compile a mailing list. The 
job isn’t that big. Start with a small 
list, if you have to, and build it from 
month to month. If you’re short-handed, 
use advertising to do your retention 
selling; and start to educate the pros- 
pects your solicitor will need when you 
get him. Advertising needs time to do its 
work—to change the climate in your 
favor, make people aware of their prob- 
lems and how you cope with them. 

A masterpiece of trust advertising may 
hit a man’s desk and arouse no response 
beyond a light snore. Yet if his golfing 
partner dies of a heart attack on the 
tenth hole a week later, that same ad- 
vertising piece about wills might bring 
our friend in to see you the next morn- 
ing, set for instant action. Frequency 
and repetition are essential in trust ad- 
vertising, so start now. 

Because I believe in specifics, I am 
going to be brash enough to offer nine 
recommendations on trust advertising: 

1. Keep your copy simple, direct, 
understandable. | was reading a trust 
message the other day and found that 
the second sentence had 49 words. 

2. Be sure that your advertising has 
a personality. There are towns where all 
the trust institutions are using advertis- 
ing that looks alike and reads alike. Can 
anything give a more institutional and 
monotonous impression ? 

If you can get across the truth, and 
let your local public see that your bank, 
through its trust department, guides and 
safeguards women, children, elderly 
people, who are left without their natural 


defenders—if you can show the human 
truth as you know it about your de- 
partment, can ony one do a more im- 
portant thing for the institutional good- 
will of the bank as a whole? 

3. One of the surest ways to give your 
advertising personality is to let good 
artists help you. The right pictures can 
say things quickly that words say labor- 
iously and uncertainly, if at all. 

4. Poor art work, like a bad joke, is 
worse than none. 

5. Easy on cartoons! They are often 
very effective in personal loan, checking. 
or savings advertising but usually go 
sour in advertising wills, executorship. 
testamentary trusts. 

Humor can of course be used success- 
fully in trust periodicals. In fact, an 
occasional light or ironic note does a 
great deal to hold readers; things are 
apt to get pretty solemn without it. 

For instance, when we ran across a 
man who tried to convince the Internal 
Revenue people that he was entitled to 
deduct on his tax return the cash value 
of the blood which he had donated to 
the Red Cross, we ran a paragraph about 
him as The Optimist of the Year. Such 
pieces, used in moderation, build up a 
cheerfully expectant following for a 
periodical. 

6. Women, especially, 
ignore long blocks of copy, unbroken by 
illustrations. 

7. No high pressure in your advertis- 
ing or selling! Leave “hard sell” to the 
shady used car salesman. 

One unique hazard of your business 
is that you lose some of your best cus- 
tomers—and business—without realizing 
it till the customers and their business 
are beyond any possibility of being won 
back. The number of will revocations 
that some of you suffer is shocking. 

We believe that one big reason is 
pressure selling and another is “gim- 
mick” selling. When the pressure wears 
off or customers see through the “gim- 
mick,” they come loose. We believe in 
tax minimization, for instance—as a! 
interest-arouser and as a service. But it = 
easy to overdo. If you stress taxes in ap- 
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proaching people who have little or no 
tax problem, you may “sign up” the 
business, but sooner or later they are 
likely to sign off. 

8. You need to repeat certain truths 
over and over: things like “You must 
make a will. You must keep it up-to-date. 
It isn’t up-to-date if you’ve had another 
child, sold your home, or lost your 
wife since the will was drawn.” Things 
like that—over and over. Fresh head- 
lines, new examples, and particularly 
fresh illustrations will dress up the old 


FPRA School Adds New 


Instructors, Courses 


The School of Financial Public Rela- 
tions conducted by the Financial Public 
Relations Association has added four 
new instructors and four new courses 
for its 1958 session. 

John P. Anderson, vice president, 
First National Bank and Trust Co., Pat- 
erson, N. J., will teach “Community Re- 
lations”. Julius C. Bernstein, principal of 


Weequahic High School, Newark, N. J.. 





George E. Goodwin, vice president. First 
National Bank, Atlanta, Ga., a senior 
course on “Communication Techniques”. 
Brendan A. Maher, assistant professor of 
psychology at Northwestern University, 
will teach the freshman course in “Ap- 
plied Psychology”. There will be also a 
new freshman course on the subject of 
“Semantics”. 


The School will hold its eleventh resi- 
dential session at the Chicago campus 
of Northwestern University July 7-19. 











an will conduct a freshman course on Both freshman and senior classes have 
le- @ iuths end mate tiem Fag rod take. : “Fundamentals of Communication” and already been filled. 
We favor drawings of “real” people in ; 
“4 ‘action . . . people you can believe in, 
ae identify with—people you would like to came 
have as relatives, friends, or business 
iv associates—attractive, live-looking, de- 
% cently dressed, but not so “high style” 
im that they look as if clothes were on their 
oi minds—more casual. 
- 9. For some purposes, photographs 
23 are better than drawings. When we used 
passages from John Steinbeck and J. P. 
a Marquand that had real trust messages, 
IE we didn’t want drawings of Steinbeck 
5° and Marquand—we wanted photographs. 
7 When we are free to use quotations 
; | from well pleased customers in adver- 
id ) tising—testimonials, as the trade calls 
i | them—photographs are right. But as 
oe illustrations of case histories or dramatic 
incidents, they are often too specific: 
and when this happens, they give a 
al | phony, unbelievable quality to the ad- 
A | vertising. Sometimes that problem is 
has avoided by showing no faces—only a 
‘a rear view. Earlier | mentioned the im- 
ae portance of understanding the self-image 
ms of the person or group you want to reach 
ro with your advertising: if you and your 
j advertising counsel will study your 
publics with that thought in mind, you 
a will find the power of your advertising 
bt considerably increased. . . . In advertis- 
ing agency and custody accounts or liv- 
ies ing trusts, you can capitalize on the con- 
“ft Viction of the typical prosperous Amer- 
ican man or woman that he or she is 
a very busy. 
US- a - iris i aa” > ea 
ing 
ess First of a Series Featuring Governors of California 
yon 
: Editor, Prospector, Lawyer... GOVERNOR OF CALIFORNIA, 1849-1851 
im- He laid the groundwork for statehood, and under his 
oa — gages was r= yee to gooey TRUST DEPARTMENT 
im Seong of Seouley tien Motion Baht Tome ECURITY-FIRST 
in Department. In the half century since, the trust NATIONAL BANK 
= wh needs of more than three generations of 
ots Southern Californians have been served by this bank. 
ap- 
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Home Office ¢ Phoenix 


—for estates, individuals 
and corporations. Call upon 
us for any services needed 
in Arizona by your clients 
or Customers. 


TRUST DEPT. HEADQUARTERS 
PHOENIX, ARIZONA 
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“WHY DELAWARE?” Tax and trust 
laws of the State of Delaware 
facilitate the accumulation, man- 
agement and conservation of 
property by corporations and 
non-residents. Write for “Why 
Delaware?” our new booklet sum- 
marizing these benefits. 


WILMINGTON 
Trust Company 


Wilmington, Deleware 


Capital Funds... . $ 27,823,896 
Total Assets . $287,811,503 
CMGRTAG Sesh SRAM AER RENRR os OTs LORRY 
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IRS Approves Virtually All Employee Plans 


or the quarter ended December 


31, 1957, 


the Internal Revenue Servic 


approved all but 14 of 1599 new profit-sharing and pension or annuity plans. Th 


figures are: 


Approved - pees eee ae Meret 
Employees participating under plan 
Total number employed 

Disapproved 

Terminations 


Profit- Pension or Stock 
sharing annuity bonus 
plans plans plans 
734 865 5 
38,031 188,460 146 
190,846 423,905 244 
9 5 
53 47 





Three States Report on 
Year-End Trust Assets 


The Commissioner of Banks in Massa- 
chusetts reports 1957 year-end assets of 
trust departments in 41 state banks and 
trust companies totaling $2,361,287,000 
for accounts as trustees, executor, ad- 
ministrator, etc. This compares with 
$2,256,378,000 the previous year. Assets 
as agent, custodian, etc. were $3,730.- 
832,000 compared with $3,075,743,000 
a year earlier. Assets as corporate agent 
or trustee totaled $352.876,000 
pared with $348,545,000 in 1956. 

The Division of Banks in Ohio re- 
ports total personal trust assets of Ohio 
banks on December 31, 1957, of 
$1,736,466,096 plus $25,604,400 in for- 
eign banks. This compares with $1,601,- 
992,685 and $24,158,930 respectively a 
year before. Corporate trust assets in 
Ohio banks increased from $429,222.036 
to $494,875,564; in foreign banks from 
$734,503 to $1.760.697. Personal trust 
assets in Ohio banks are tabulated below 
by the general type of account. 


com- 





Type 
Account 1957 1956 
Court _$ 373,511.433 $ 340,824,028 
Living — 964,925,356 917,091,138 
Other _ 398,029,307 344,077,519 
Total __.$1,736,466,096 $1,601,992.68 


In Pennsylvania state banks, the De- 





One of the exhibits 
in Worcester Coun- 
ty Trust Company’s 
Trust Department 
“Open House” — a 
satire put on by the 
department for offi- 
cers only. 











partment of Banking reports trust funds 
rose from $4,692.400,000 in 1956 to 
$4,916,100,000 at the 1957 year-end. 
Corporate trusts in the same period in- 
creased from $4,645,500.000 to $4,9409.- 
000,000. 

A & A 


“Qpen House” for Officers 
p 


After Worcester County Trust Co.. 
Worcester, Mass., had opened three new 
branches, moved a fourth into a new 
building, and completely renovated a 
fifth during 1957, everybody was in the 
“Open House” mood. Accordingly the 
completion of some minor alterations in 
the trust deparment was taken as the 
occasion for a celebration in the form 
of a satire on the Open House program. 
This was for officers only and included 
such items as the investment depart- 
ment’s dramatic plea (shown in accom- 
panying illustration) and in black crepe 
draping the old bookkeeping machines to 
signify transfer from manual posting to 
the machine records department. 

There were serious elements, too. The 
new stenographic and filing department. 
formerly on two levels, was on display 
and there was a preview of the film, “So 
Little for Eve,” produced by the New 
York State Bankers Association. The 
bank reports a good reception of the 


film by groups in its area which have 


seen it. 
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Everyone has 20/20 











Any investor can tell you what he 
should have done last year. 

But, to know what is going on 
today and to take intelligent, informed 
action—that calls for a large, inquisitive 
organization, bringing every pertinent 
fact to bear on the problem. 


More important, those facts must 


Punited 


37 Broad Str 
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eet, New York A, 


HINDSIGHT 


be evaluated and applied with skill and 
understanding. Facts go only so far: 
then judgment must take over. 

At the United States Trust Com- 
pany there is in operation an investment 
procedure that brings unique advantages 
to our customers. We should welcome an 


opportunity to discuss this with you. 


States Crust Company 


af New York 


New York 














Survey of Legislation on 





Registering Pension Plans 


CHARLES R. McNEILL 


Assistant General Counsel, American Bankers Association, Washington, D. C. 


HE YEAR 1957 SAW LAWS ENACTED 
i registration and reporting of wel- 
fare and pension plans in California. 
Connecticut, Massachusetts, and Wis- 
consin; New York passed an amendment 
to its law which was first enacted in 
1956: extensive hearings were held by 
the Subcommittee on Welfare and Pen- 
sion Plans Legislation of the Senate 
Committee on Labor and Public Welfare 
and the Committee on Education and 
Labor of the House of Representatives. 
John L. Gibbons, who is executive 
vice president of the Chemical Corn Ex- 
change Bank and chairman of the Com- 
mittee on Employees Trusts of the Trust 
Division, testified for the Association be- 
fore the Senate Committee. Esmond B. 
Gardner, vice president of The Chase 
Manhattan Bank and a member of the 
Committee, appeared to present our 
views on the House side. It seems reason- 
able to conclude that the Senate will pass 
S. 2888 at this session and that some 
federal legislation will be enacted, pos- 
sibly this year, probably within the next 
few years. If banking is to contribute in 
a worthwhile manner to the considera- 
tion of the pending bills, there is a real 
need to give prompt and effective voice 
to our considered views. 


State Legislation 


Six states have passed laws relating 
to the reporting and registration of wel- 
fare and pension plans. They range from 
the short law enacted by the state of 
Washington in 1955, the first io be 
passed, to the detailed type of law en- 
acted by New York where there are in- 
dependent although parallel statutory 
provisions governing corporate trustees 
supervised by the banking authorities 
and governing all other trustees. The 
principle elements in the various state 
laws are discussed below. 

Administrative Authority. There is 
nearly unanimity in the choice of the 
official to handle the state registration 


From address before 39th Mid-Winter Trust 
Conference, American Bankers Assn., Feb. 10, 
1958. 
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and reporting of these plans. California, 
Connecticut, Washington, and Wisconsin 
all designate the insurance commis- 
sioner; New York specifies the insurance 
commissioner for nonbank trusteed 
funds but provides for supervision by 
the banking commissioner when the 
overall management of the fund is vested 
alone or jointly in a corporate trustee 
supervised by the New York banking 
commissioner or any other banking com- 
missioner or by the Federal Reserve 
System. Massachusetts provides for a 
board of three members—the commis- 
sioner of insurance, the commissioner of 
banks, and the commissioner of labor 
and industries—one of whom is to be 
elected chairman each year. 

Scope of Coverage. Three states — 
Massachusetts, Washington, and Wis- 
consin—make their legislation applicable 
to both joint (employer and union) ad- 
ministered funds and to unilaterally ad- 
ministered funds. Massachusetts exempts 
plans covering less than 25 employees as 
well as any employees’ retirement as- 
sociation established by general or spe- 
cial law of the state which is subject to 
audit or examination by either the com- 
missioner of banks or the commissioner 
of insurance. Wisconsin requires registra- 
tion only if the fund receives payments at 
an annual rate of more than $2,000 and 
covers 25 or more employees. The Wash- 
ington statute is stated to be inapplicable 
to a fund where the trustee is subject to 
examination by a state or federal bank 
supervisory authority. The Washington 
insurance commissioner advised the 
Senate Committee that this exclusion “is 
perhaps the only objectionable feature in 
our law. The beneficiaries of these plans 
so exempted are not receiving the kind 
of state-supervised protection granted all 
others.” 

California, Connecticut, and New 
York provide for coverage only of 
jointly administered funds. In addition, 
California exempts any fund with a 
corporate trustee under the supervision 
of state or federal banking authority. 
California also grants the commissioner 


additional discretionary authority to 
exempt plans if the number of persons 
covered is less than 25 or if failure to 
register and report would involve no 
potential detriment to the beneficiaries. 
Connecticut excludes any fund where the 
trustee is subject to supervision of a 
state banking commissioner, the Comp- 
troller of the Currency, or the Board of 
Governors of the Federal Reserve Sys- 
tem. Since, however, a trustee is defined 
as one who is “charged with or has the 
overall management” of the fund, it is 
doubtful if this exemption would be ade- 
quate to exclude many bank trusteed 
plans if they were otherwise subject to 
the law. In this connection, it should be 
noted that the apparent use of the word 
“trustees” to refer to overall manage- 
ment trustees of the Taft-Hartley jointly 
administered fund type, creates consider- 
able uncertainty about the applicability 
of some statutes to bank trustees. 

All of the state laws except those of 
Massachusetts and have 
specific authority which permits the 
commissioner to waive compliance with 
the statute if the plan has its principal 
place of business in another state and 
the commissioner is satisfied that the 
registration, reporting, and examination 
in its home state meet the requirements 
of the law he administers. 

Examination. Except for Massachu- 
setts, each state law provides for exam- 
ination of the plan by the commissioner. 
In New York, Washington, and Wis- 
consin, such an examination is to be 
made as often as is considered to be 
necessary but at least once in every five 
years. California requires an examina- 
tion at least once in every three years. In 
Connecticut, such an examination is to 
be made if requested by a designated 
number of parties in interest, including 
employers, employees, members of a 
labor union, or beneficiaries. Most states 
specify a procedure to be followed for 
examination including the filing of °n 
order setting forth the scope of the 
examination. Most of the state laws also 
provide for the confidentiality of such 


Washington 
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reports except in specific circumstances, 
but Washington differs in that it pro- 
vides that all examination and other 
reports shall be open to inspection. 

Registration and Reporting. All state 
statutes require that each plan be regis- 
tered. In Washington, the filing of the 
trust instrument is all that is required. 
Each state requires the filing of an 
annual report or statement with the 
supervisory authority. Some statutes 
state in some detail the necessary con- 
tents of the reports, but others leave the 
form and substantive content to the dis- 
cretion of the supervisory agency. 

None of the statutes specifies the de- 
tail in which assets of a fund are to be 
listed, but the forms prescribed for New 
York and Washington have schedules 
for an itemized listing of investments of 
the fund. The instructions of the New 
York banking commissioner state as to 
valuation that “while the law does not 
prescribe standards of valuation of in- 
vested assets, the value at which such 
assets are carried must conform with 
sound accounting practice. Arbitrary or 
unreasonable valuations will not be ac- 
cepted.” 

Disclosure. Every statute provides that 
the annual report or a separate summary 
report, or portions of one or the other 
should be made available for examina- 
tion at the office of the regulatory author- 
ity: most statutes also have some pro- 
vision either requiring the mailing of 
such papers to an employee if requested 
or giving the commissioner the power to 
require the mailing of a summary report 
to all employees. 

Prohibitions. A provision that is com- 
mon to all the statutes except that of 
Washington is a prohibition of kick- 
backs. New York and Wisconsin provide 
that payments should not be made in 
any manner except by check made out to 
the payee, and those states also prohibit 
any political contributions from a fund. 

Enforcement. The five laws enacted in 
1956 and 1957 all provide for authority 
to examine the books of the fund, to 
obtain special reports, and to issue 
subpoenas. The Wisconsin statute speci- 
fies criminal penalties for willful viola- 
tions of the statute and for embezzle- 
ment; authorizes the commissioner to 
obtain injunctive relief and also to have 
action taken for recovery of the fund 
for the benefit of employees where it has 
been found to be depleted by reason of 
any wrongful or negligent act or omis- 
sion of a trustee or any other person. 
Most of these provisions are also con- 
tained in the laws of Massachusetts and 
New York. 


Miscellaneous. Three requirements are 
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found only in the Massachusetts statute. 
First, a fund is required to obtain the 
approval of the supervisory board, to be 
granted if the documents filed make ade- 
quate provision for the investment and 
operation of the fund and for the in- 
terests of the beneficiaries and for the 
accounting of such funds. However, the 
board may require that the trustees or 
officers file bonds or deposit security for 
the faithful performance of their duties. 
In connection with the provision that 
each trust with 25 or more employees 
in Massachusetts must register, there is 
the further requirement that if a trust 
subject to registration has its principal 
place of business outside of Massachu- 
setts, it must appoint an agent for the 
service of process in Massachusetts, and 
in default, service may be made on the 
commissioner of corporations. A third 
provision that is unique is “If in any 
trust indenture or other related docu- 
ment there shall be a provision exempt- 
ing a trustee from the duty to use good 
faith or due care in administering the 
trust, such provision shall be void.” 
Certain elements of uniformity appear 
to be developing in the recently enacted 
statutes. The provisions for registration, 
examination, reporting, and_ publicity 
are roughly comparable in some of these 
statutes; but even so, considerable di- 
versity remains. The broad discretion 
left to the administrative authority in 
each state to carry out the statutory pro- 
vision leaves open the possibility of 
greater differences in administration. 


Federal Legislation 


In view of this increasing activity in 


state legislatures, there has been con- 
siderable disagreement as to the need 
for additional federal legislation. The 
discussion here will be devoted primarily 
to S. 2888, mentioned above. 

Scope of Coverage. S. 2888 covers all 
employee welfare and pension plans, 
howsoever administered. Investigations 
of the Subcommittee have disclosed mal- 
practices only in the field of labor-man- 
agement jointly administered plans. 
Senator Allott has introduced a bill, S. 
2137, which would cover only “cents per 
hour” plans and exempt the “level of 
benefit” type of plans. Senator Goldwater 
has introduced a bill, S. 1813, which 
would amend the Taft-Hartley Act to 
close the loopholes disclosed in that Act 
with respect to the coverage of jointly 
administered plans. 

However, a majority of the Committee 
appears convinced that legislation should 
cover all types of plans. This is the posi- 
tion that has been taken by the Adminis- 
tration. Secretary Mitchell stated his 
reasons as follows: 


One basic reason is that if... the 
fundamental objective of the act... 
is the protection of the equity of the 
beneficiary in the plan, then you 
must necessarily include all plans. 

The second reason is, by the very 
nature of the testimony and the very 
breadth of the plans and the number 
of people involved, and the number of 
plans there are, we are working here 
in a field about which relatively little 
is known. In order to get the kind of 
a picture that is needed, all plans 
should be required to register and to 
report annually — the first year, at 
least — so that the Congress would 
have a perspective of what this whole 
thing is about. Then, if there are ex- 
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emptions to be made — and I do not 

know whether there should be — the 

Congress then can decide on the basis 

of factual information it has before 

it, and not on conjecture. 

Another argument frequently heard in 
opposition to any limitation of legisla- 
‘tive coverage is that honest administra- 
tors, trustees, or insurance companies 
should welcome rather than object to 
legislation designed to bring full in- 
formation on all plans to the attention 
of the public generally. Senator Douglas 
testified: 

S. 1122 is in no sense a regulatory 
bill. It lays down no requirements or 
standards to be followed. It merely 
requires honest reporting and pro- 
vides for disclosure. Regulation is left 
to the states in accordance with the 
prevailing practice. But in view of 
the importance of the problem and 
the big gaps in state action, it does 
require reporting and allows the white 
light of: publicity to be thrown upon 
what is being done. 

If one’s acts are innocent, why 
should a man object to having these 
financial details known? Those who 
bitterly oppose publicity inevitably 
lay themselves open to the suspicion 
that they have some skeletons in the 
closet which they wish to hide. 

I have quoted Secretary Mitchell and 
Senator Douglas to show why it is diffi- 
cult to limit the scope of federal legisla- 
tion. 


Administrative Authority. S. 2888 re- 
solves the question as to who should 
administer the federal statute in favor 
of the Secretary of Labor. 


The testimony of the witnesses for the 
American Bankers Association related to 
both the question of coverage and the 
agency charged with administration. 
The A.B.A. witnesses pointed out that 
tax-qualified pension plans are required 
under the regulations of the Internal 
Revenue Service to file detailed reports 
and to refrain from certain prohibited 
transactions. These requirements have 
the effect of preventing the type of 
abuses with which the Senate Committee 
has been concerned and also provide the 
government with the kind of information 
which would be required to be furnished 
under the pending bills. For this reason 
it was urged that there was no need to 
duplicate the reporting requirements of 
tax-qualified plans and that such plans 
should be exempted from the legislation. 

Such an exemption has not been in- 
cluded in S. 2888. So far as can be 
ascertained, the following points, sug- 
gested largely by a Revenue report, were 
influential against the A.B.A. recom- 
mendation: 


1. Reports to the Internal Revenue 
Service are confidential so that em- 
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ployees and beneficiaries cannot ob- 
tain the information about pension 
and welfare plans which is furnished 
to Internal Revenue. 

2. Although Internal Revenue ad- 
mits that it gives some attention to 
the “actuarial soundness” of pension 
plans, this consideration is of a lim- 
ited nature. 

8. Internal Revenue is not con- 
cerned about the current market value 
of investments. 

4. Violations of the Internal Rev- 
enue regulations may result only in a 
tax liability on the beneficiaries and 
thus be no deterrent to improper prac- 
tices. 


The A.B.A. testimony probably in- 
spired the addition to S. 2888 of Sec- 
tion 15 (b) which requires the Secretary 
of Labor to consult and cooperate with 
the heads of the various departments and 
agencies of the government to develop 
standarized forms for use in the re- 
porting of information relating to such 
plans. Although this exhortation may be 
of some benefit, continued effort to ob- 
tain the exemption of tax-qualified plans 
appears warranted; and the Committee 
on Federal Legislation and the Adminis- 
trative Committee of the Association 
have approved this position. 

It should be possible to amend exist- 
ing law so as to provide that information 
filed with Internal Revenue in connec- 
tion with tax-qualified plans would be 
made available to the administering 
agency. If necessary, the law could also 
provide for the plan’s management to 
furnish a summary statement of such in- 
formation periodically to participants 
and beneficiaries of a plan. The other 
points raised in objection to exempting 
tax-qualified plans seem to be more con- 
cerned with regulation and supervision 
than the registration, reporting, and 
disclosure requirements which are under- 
stood to be the purpose of S.2888. If 
federal legislation is limited to registra- 
tion, reporting, and disclosure, the de- 
sirability of using existing reports made 
to Internal Revenue rather than super- 
imposing duplicate reporting require- 
ments is obvious. 

Registration and Reporting. The pro- 
vision in S. 2888 for reporting of assets 
requires a summary statement broken 
down by types of assets such as cash, in- 
vestment in government obligations, in- 
vestments in nongovernmental bonds, in 
corporate stocks, etc. Valuation on the 
basis of book value alone is permitted, 
but there is some indication that the 
Committee may propose an amendment 
which would require the valuation of 
assets on the basis of book or market 
value, whichever is lower. 


The reporting requirements are in- 





applicable for a period of two years to a 
plan which covers fewer than 100 em- 
ployees. Authority is also given to the 
Secretary to exempt such plans from 
registration and from reporting for a 
period more than two years if he finds 
that compliance would be unduly bur- 
densome or would place an undue ad- 
ministrative burden on the department. 


Disclosure. S. 2888 requires copies of 
registrations, annual reports, or other 
documents to be available for examina- 
tion at the Department of Labor and at 
the principal office of the plan and also 
requires the management of a fund to 
prepare a brief summary of the pertinent 
information in such documents to be 
furnished upon request to each partici- 
pant or beneficiary. 


Enforcement. This bill would give the 
Secretary of Labor broad investigative 
authority, subpoena powers, and _ the 
right to seek both mandatory and pro- 
hibitory injunctions in the District 
Courts. Criminal provisions cover any 
willful violation or false representation 
or entry with respect to a matter covered 
by the statute. Criminal penalties are 
also provided with respect to embezzle- 
ment and kickbacks. 


The bill reported by the Subcommittee 
attempts to relieve the burden of multi- 
plicity of reporting to both state and 
federal agencies. The bill states that no 
person shall be required by reason of 
any state law to file with any state 
agency (other than an agency of the 
state in which a plan has its principal 
office) any information included within 
a document filed pursuant to the Federal 
Act if copies of such documents are filed 
with the state agency and are distributed 
to participants and beneficiaries in ac- 
cordance with requirements of the state 
law. However, a state is not to be pre- 
vented from obtaining such additional 
information as it may desire or from 
otherwise regulating such a plan. 

I hope my remarks will encourage 
study of the provisions of this bill as 
it would apply to your operations, to 
make known your suggestions to the 
Subcommittee on Employee Trusts of the 
Trust Division, and to cooperate with 
that Committee in the presentation of 
recommendations to the Congress. 


A a2 & 


@ A method for getting an estate di 
vided fairly cropped up in a story told 
recently by Sen. Sam J. Ervin, Jr., (D. 
N. C.). A Scottish judge was confronted 
with incessant haggling over an estat 
by two brothers. “Let one brother divide 
the estate,” the judge ruled, “and let th 
other have first choice on the division.” 
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FEES FOR EMPLOYEES TRUSTS 


Recent Developments Point to Need for Realistic Reappraisal 


CECIL P. BRONSTON 


Vice President, Continental Illinois National Bank and Trust Co., Chicago 


PECIFIC ITEMS TO NOTE ON THE EM- 
.) ployees trust horizon classify loosely 
into three categories: environmental 
facts within which our business is con- 
ducted: developments in plan benefits 
and service improvements; and internal 
developments in our business by which 
we seek to improve our net earnings. 

In the environmental area, assets set 
aside for private and public employee 
retirement funds, excluding Social Se- 
curity, have now grown to a value some 
have estimated to be as much as $40 
billion, and annual additions are said to 
approach $4 billion. 

Our second environmental fact is the 
matter of state and federal legislation 
leading to the disclosure of information 
about and the further regulation of wel- 
fare and pension funds. Disclosure can 
hold little fear for us who already live 
in glass houses. But we certainly have 
a deep and abiding interest that the 
funding of retirement benefits will not 
be plagued with regulations which re- 
sult in burdens of financial substance or 
in needless, multiple paper work. 


The most significant pertinent item in 
the Mills bill, which passed the House 
on January 28, is the relaxation of the 
ban on the purchase by qualified trusts 
of the emplover’s unsecured debentures. 

Revenue Ruling 57-163, which pro- 
vides that the amount paid to a pen- 
sioner at early retirement age must not 
exceed his vested interest at that time 
if the early retirement is subject to the 
consent of the employer, has caused 
more inquiries in the Chicago office of 
the Internal Revenue Service than any 
other issued in years. To avoid violation 
of the ruling, early retirement can be 
permitted in the plan without the con- 
sent of the employer, or early retirement 
can be omitted entirely from the plan. 
Plans now violative of the ruling need to 
be amended and, as the ruling was 
issued in 1957, all calendar year tax- 
payers must make their amendments by 


Summary of address before 39th Mid-Winter 
Trust Conference, American Bankers Assn., Feb. 
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the end of 1958, retroactive to January 
1, 1958. 

Apparently the Treasury Department 
continues to agree with the principle of 
the Jenkins-Keogh bill which would en- 
able self-employed persons to claim tax 
deductions under certain limitations on 
funds set aside for their retirement, but. 
this year, seems even more determined 
than ever to avoid the revenue loss which 
it claims would result. Congressional 
support is strong, although there is some 
question whether the ceiling limit on 
taxable deductions of $5,000 annually 
and $100,000 for a lifetime is too high. 
The AFL-CIO has endorsed the bill in 
principle, contingent on a_ deduction 
limit of $500 per year. This, in terms 
of the resulting annuity which can be 
purchased at retirement, is not at all 
acceptable to the bill’s proponents. 

The last of the environmental facts is 
the United Automobile Workers’ pro- 
gram for bargaining in 1958. The pro- 
gram includes demands for substantial 
increase and liberalization of pension 
benefits in nature and a voice in invest- 
ment decisions which, if accepted, could 
turn out to be a foot in the door of the 
trustee’s house. However, it is the pro- 
posal for sharing of pre-tax profits above 
10% of capital, to be split 50% to 
stockholders and executives, 25‘% to 
employees, and 25% to customers, that 
has received greatest attention. Let us 
hope that the general public will not 
come to think that profit sharing, as 
normally conceived and _ successfully 
practiced, is really an issue in the forth- 
coming negotiations. 


Developments in Plans 


This year has seen a further increase 
of interest in plans having other than 
fixed benefits, or in plans which attempt 
benefits with some offset against the de- 
creasing purchasing power of the dollar. 
Many smaller companies have been 
setting up retirement plans for which 
they have chosen profit sharing as a 
natural medium. Further, many firms 
having basic pension plans have sup- 


plemented them with profit sharing 
plans. And in some pension plan revi- 
sions the offset to inflation is attempted 
by basing pensions on terminal pay- 
most often with fixed benefits but, in 
some recent cases, with variable bene- 
fits. 

With common stock prices declining 
and the cost-of-living index rising, vari- 
able annuity plans have been operated 
in an atmosphere dissimilar to anything 
previously experienced in their short 
lives. 

Certain long-established insurance 
companies are seeking authority to issue 
variable annuity contracts. John Han- 
cock Mutual Life Insurance Co. seeks 
legislation in Massachusetts for a still 
different approach, termed “pension 
plans with special funding.” The com- 
pany would be permitted to establish 
segregated asset accounts for pension 
plan business in which equity invest- 
ments could reach a proportion of 50% 
or more. Benefits could be flexible in 
nature, but would carry a minimum 
guaranteed dollar return with the spon- 
sor of the plan responsible for any de- 
ficits that might arise from adverse in- 
vestment experience. Asset appreciation 
could be used at the sponsor’s will to in- 
crease benefits, or to reduce the cost of 
the plan, or to gear benefits to a cost-of- 
living index. 

Continental Assurance Co. and_ the 
American National Bank and Trust Com- 
pany of Chicago have joined forces in a 
new split-funding arrangement. The in- 
surance company offers a combination 
plan through the medium of a trust with 
the bank as trustee, under which at least 
50% of all contributions will be in- 
vested under contract by the insurance 
company, with the remainder to be in- 
vested in a collective investment equit\ 
fund operated by the bank. 

These are moves to meet the competi- 
tive advantages of pension funding b\ 
way of trust funds, and to offset in part 
the conversion of insured plans to trus' 
fund plans. 

I know of 32 collective investmen' 
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trusts, and there could very well be 
from 40 to 50 either in being or in 
process of formation. In less than two 
years a few of the trusts have grown to 
have more than 100 individual trust par- 
ticipants, and certain of them have at- 
tained values totaling around $20 mil- 
lion. 

The investment climate of these two 
years has provided an interesting invest- 
environment within which to 
launch these trusts. To illustrate, units 
in our Continental Illinois Fixed Income 
Fund and Equity Fund, respectively. 
could be acquired at values to yield from 
lows on March 31, 1956 of 3.69% and 
3.27%, to highs on October 31, 1957 of 
4.59% and 4.45%. As a coincidence, on 
December 31 last, units of both funds 
were at identical yield points, 4.357. 
In general, customers seem to be pleased 
with their participation in collective 
funds and to regard them as a definite 
extension of our service. 


ment 


Realistic Fees 


In the face of all these developments. 
it is timely that we review our fee 
practices. At the 1956 panel this ques- 
tion was asked: “What is the fee basis 
for pension and profit sharing trusts in 
Boston, New York, and the Chicago 
area?” The answer was: “In New York 


representative fees would run in the 
neighborhood of 1 or 14 of 1 per cent 
on the first $1 million, 4g of 1 per cent 
on the next $4 million, 1/15 of 1 per 
cent on the next $20 million, and 1/20 
or 1/25 of 1 per cent above $25 million 

. . Generally speaking, the rates in 
Boston and Chicago and some of the 
other sections of the country are a little 
higher.” 

Perhaps it is reasonable to question 
the observation that rates in Boston, 
Chicago, and elsewhere are a_ little 
higher, especially if the business to 
which the rates are to be applied is a 
subject of national competition. It is a 
fact that New York rates are controlling 
in national business and, as a natural 
result, are strongly influential in that 
business which is more local in nature. 
However, our rate structures and fee 
practices across the country are of such 
pattern that we may all be said to be 
in the same boat. Although some may 
occupy the upper decks, and some the 
lower, all are subject to the same winds 
of operational costs and the same waves 
of competition. 

In 1956, according to the annual sur- 
vey of the Federal Reserve Bank of 
New York, five large commercial banks 
had average costs in their employees 
trust business of $1.15 for each $1.00 of 


’ fees collected. Although there is no 


direct correlation between the fee rates 
just quoted and the survey results, pre- 
sumably the reported income of the five 
banks was produced from such pattern 
of fees. Hardly the evidence of a happy 
condition. Nor is the condition measur- 
ably better if, because of internal ac- 
counting treatment of tax credits and 
allowance for earnings on cash deposits, 
the business showed a slight profit. The 
fact remains that under such a fee pat- 
tern hard work was done for less than 
its cost. 

If we assume that we have done all 
possible to carry on our operations as 
economically as is consistent with quality 
performance, it then becomes fair to con- 
sider whether our fee schedules should 
be adjusted. However, before we think 
of adjustments, the factor of competi- 
tion should be examined. What is that 
competition which has kept us on a fee 
basis that produces net losses or barest 
profits for our services? Does it come 
from mutual investment funds, invest- 
ment counselors, insurance companies? 
Hardly. Based on 1956 figures, com- 
parisons show that for a $5 million fund 
the banks’ charges based on the fees 
quoted would be only 40% of the aver- 
age investment management charges of 
the lowest three from six of the top- 
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ranking, best known mutual investment 
funds; that the bank’s fees would be 
only 57% of the average investment ex- 
penses incurred by the lowest six of 
twelve leading insurance companies writ- 
ing group annuities; and about 70% of 
the typical charges made by investment 
counselors. 

This comparison shows that the true 
competition is engendered by and among 
the banks themselves. Further, it shows 
that the banks’ typical fee pattern is so 
low that substantial upward adjustments 
can be made without adversely affecting 
the relative competitive positions, or 





jeopardizing the trust fund method of 
pension funding. 

To set the course of our thinking of 
earnings ratios, we might consider what 
earnings, over costs and taxes, are neces- 
sary for our respective banks to pay 
their current dividends to shareholders 
and set aside reasonable sums for secur- 
ity and growth. The ratio, so developed 
and applied to our costs for handling 
employees trusts, may possibly be out of 
immediate reach as a goal. But, when 
compared with similarly calculated ratios 
in other banking and trust operations, it 
will help set a reasonable objective. This 
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business of employees trusts shoul 
support itself, free from carriage by an\ 
commercial balances or other bankin; 
relationships of its sponsors. 

We can classify our activities, cosi 
analyze them as closely as possible, state 
our schedules in terms of the duties ani 
responsiblities we bear, and try to relate 
our rates to our costs. A number of 
banks are currently reworking their fev 
patterns in terms of basic services and 
supplementary services. Fee schedules so 
devised can, in effect, meter the activities 
of a trust so that the customer will pay 
for services used—no more, no less— 
in a fair arrangement for customer and 
bank alike. 

In general, basic services would seem 
to be those which involve investment 
management; care and custody of assets: 
accounting for cash and securities by) 
periodic statements; annual lists of 
assets for actuarial use; annual tax re- 
ports for the trust; and the distribution 
of benefit payments or pensions in bulk 
sums, with actual disbursements to pen- 
sioners to be made by an entity other 
than the trustee. In setting the fees for 
these basic services distinction needs to 
be made in the rates applicable to the 
various classes of assets. Costs vary in 
handling bonds and stocks, mortgages. 
real estate fees and leasebacks, and other 
varied types of assets, and rates should 
vary proportionately. And here a ques- 
tion can be posed: In the upper brackets 
of a very large trust, at what rate is it 
really economically possible to assume 
the investment responsibility and physi- 
cal care of bonds and stocks? 

Supplemental services for which addi- 
tional charges become proper are these: 
consultation with individuals involving 
their detailed approval of investments: 
issuance of audit-form annual reports: 
direct benefit disbursements involving 
maintenance of a roster, and prepara- 
tion, issuance, and payment of checks 
along with the myriad other duties that 
are natural to this activity; accounting 
for shares of individual members of 
profit sharing trusts and issuance of 
annual individual statements; and, as a 
possible new duty on the horizon, activi- 
ties in the registration of trusts. 

We can improve our earnings. To do 
so we need, first, the will: second, an ap- 
proach in the dignity of the premise 
that the laborer is worthy of his hire: 
third, unity of purpose within our re- 
spective banks under which we have tlie 
support of our managements and our 
commercial banking associates; an‘. 
finally, the courage of our convictio:s 
that this business of employees trusts 's 
worth the effort to make it profitable. 
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TODAY... 


becomes yesterday in only 24 hours. 


TODAY... 


is final—it can never be recaptured. 


TODAT... 
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TODAY... 
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Will review and estate analysis. 


We put today to work for the tomorrow 


of your client’s family. 
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Bank Named Trustee for 
Split-Fund Pension Package 


The First National Bank and Trust 
Co. of Tulsa has been selected by a 
group of small and medium-size em- 
ployers to act as trustee in a unique 
split-fund pension package, under which 
funds of the companies are handled to- 
gether under a group trust agreement. 
The service, which provides in one 
package the yield and growth associated 
with trust funds and the safety of guar- 
anteed insurance benefits, also offers 
completely individualized plans tailored 
to the needs of each employer. 

Funds of each employer will be di- 
vided between the bank as trustee and 
the Prudential Insurance Co. of America, 
acting under a participating Deposit Ad- 
ministration Contract. The portion in- 
vested by Prudential will be merged 
with the insurance company’s entire 
portfolio and Prudential will guarantee 
each employee's pension, purchased at 
retirement, for the remainder of his 
lifetime. Alexander and Alexander, Inc.. 
independent actuaries, will act in the 
capacity of co-ordinator for the em- 
ployers, the trustee and the Prudential. 

Cost of company pension plans should 
be appreciably reduced by the split 
funding approach, it is stated. Since 
pensions are paid through annuities 
guaranteed by the reserves of the Pru- 
dential, the trustee does not have to hold 
a substantial portion of its funds in 
low-yield bonds for month-to-month pay- 
ments to pensioners. The trustee also 
has freedom to make greater use of 
equity investments than is ordinarily 
possible in a fully insured fund. Over 
the long-term, funds contributed by em- 
ployers should obtain greater yields and 
enjoy greater growth than _ possible 
either under a fully trusteed or fully 
insured plan. 





Unique Employee Benefit Trust 
Established 


A commingled fund for investment 01 
employee benefit plans, has been estab. 
lished by a special agreement worked 
out between American National Bank 
& Trust Co., Chicago, and Continenta! 
Assurance Co. The purpose is to enable 
Continental to offer its customers a: 
opportunity to invest part of their pen 
sion funds in equities, combining the 
advantages of the guarantees offered by) 
an insurance company with a_ hedge 
against inflation inherent in common 
stock investment. 


On the retirement of an employee, it 
is contemplated that his pension will be 
provided by a fixed annuity contract 
to be purchased from Continental. In 
order that pension and profit sharing 
plans may have funds invested through 
the fund, known_as Trust “C’’. the fol- 
lowing conditions must exist: 


1. American National Bank must 
be trustee or co-trustee with authority 
to make the investments 

2. The trust must provide that at 
least 50% of all contributions to the 
trust be deposited with Continental 
Assurance Co. 

3. The trust must be tax exempt 
under the Internal Revenue Code 

4. The trust agreement must pro- 
vide that all funds not deposited with 
Continental Assurance Co. should be 
invested in common stocks, either di- 
rectly or through Trust “C” 

5. The trust agreement must con- 
tain specific language authorizing the 
commingling of funds of other trusts 
through the medium of Trust “C”. 


Ss 2&2 2 


@ The advantages of trust funds for 
those who can’t “boast a nest egg way 
up in the six figures” were described in 
a recent series of articles by Donald I. 
Rogers, financial editor of the New York 
Herald Tribune. 








Panelists in a recent televised discussion featuring The Boatmen’s National Bank of >. 
Louis were, left to right: Harry F. Harrington, president; Roy D. Kercheval, vice chair- 
man; Arthur F. Boettcher, vice president; David H. Morey, vice president and trust 
officer (who described the rapidly growing trust department and its functions) ; W. Paul 


Harper, vice president; John R. Longmire, partner of I. M. Simon & Co., 


investment 


brokers; and Arthur Mason, Jr., Professor of Finance, Washington University, who served 
as moderator. The program was one of a series entitled “Your Money at Work,” sponsored 
by the Mississippi Valley group of the Investment Bankers of America. 
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Why Fiduciaries Should Support 


Mopet SECURITIES TRANSFER Act 


ECENT EFFORTS TO ELIMINATE THE 
| emelon burden of documentation 
required for the transfer of stock by fidu- 
have been widely publicized. 
Within the last three years, no less than 
eight articles on the subject have ap- 
peared in various law and business pub- 
lications.* The greater part of this dis- 
cussion has been slanted toward the legal 
aspects of the problem. But the benefici- 
aries of the Model Fiduciaries Transfer 
Act are primarily trustmen — the fidu- 
ciaries and the transfer agents — and 
they are the ones who should be aware 
of the significance of the Act, the prac- 
tical problems of its adoption by state 
legislatures, the practical problems of 
its acceptance by transfer agents, and 
the procedures for working under it. 

We can safely start with the premise 
that the requirement of documentation 
for fiduciary transfers has, in this age 
of widespread stockholdings and active 
markets, become an impossible burden 
on estates, fiduciaries. and transfer 
agents, and that such costly burden is 
growing greater by the minute. The only 
possible gainer from all this paper work 
is the beneficiary of a stupid fiduciary. 
The beneficiary of an honest and com- 
petent fiduciary is not a gainer — he is 
a loser by reason of the fact that the 
paper work costs his estate money and 
may cause delays in the sale of the es- 
tale’s stock in a falling market. Nor is 
the beneficiary of a dishonest but smart 
fiduciary a gainer, because such a fidu- 
ciary can find plenty of ways to commit 


ciaries 





From address before 39th Mid-Winter Trust 
Conference, American Bankers Assn., Feb. 10, 
1958. 

“Responsibilities in the Transfer of Stock”’ 


Christy, 53 Mich. L. Rev. 701; 94 Trusts AND Es- 
TATES 315; 72 Banking L. J. 761. 

‘Simplification of Security Transfers by Fidu- 
ciaries’” Conard, 95 TRUSTS AND ESTATES 904. 

“A New Security Transfer Simplification Stat- 
ute” Jolls, TRUSTS AND ESTATES (July 1957). 

“The New Illinois Fiduciary Security Transfer 
Simplification Act” Wilcox, Ill. Bar J. (July 1957). 

‘Duties and Liabilities of the Stock Transfer 
Agents Under the Uniform Commercial Code,”’ 103 
Un. of Penn. L. Rev. 209. 

“The Model Fiduciaries Securities Transfer Act” 
Christy, 29 N.Y.S. Bar Bul. 434 (December 1957). 

Simplifying Securities Transfers’’ Conard, 30 
Rocky Moun. L. Rev. No. 1 (December 1957). 

“Easing Security Transfers’? Marks, 96 TRUSTS 
AND ESTATES 1234 (December 1957). 
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a breach of trust which would never be 
caught by the transfer agent, such as a 
regular sale of the stock and a disappear- 
ance with the proceeds. If a transfer 
agent is going to catch a breach of trust, 
the fiduciary must be so stupid that he 
does not know what he is doing. 


It must be admitted that the removal 
of the requirement of documentation 
may enable a stupid fiduciary to make a 
transfer in breach of trust without being 
stopped. But, even in such case, the bene- 
ficiary is not going to lose unless four 
other conditions are present: First, the 
transfer must be of such nature that the 
estate suffers a financial loss. Second, it 
must be of such nature that the stock 
cannot be retrieved from the transferee. 
Third, the fiduciary must be so impecun- 
ious that he is unable to correct his mis- 
take financially. And fourth, the fiduci- 
ary is not bonded. Now why should 
transfer agents be compelled to police 
thousands of perfectly proper fiduciary 
transfers in order to prevent an impe- 
cunious and unbonded fiduciary from 
making a stupid transfer which actually 
may not cause any the bene- 
ficiary ? 


loss to 


Legislative Surgery 


This excessive burden of documenta- 
tion may be likened to a malignant 
growth gnawing at the vitals of a fidu- 
ciary. The only cure for the growth is 
to excise it, and the only surgical in- 
strument for that purpose is a legislative 
act. Over the years, a number of sur- 
geons have attempted this operation, but 
the legislative acts they used were butch- 
er knives instead of a scalpel. 

The butcher knives in question have 
been the Uniform Fiduciaries Act; the 
Uniform Commercial Code; and legisla- 
tive acts such as those in Ohio, Califor- 
nia, and Wisconsin. These statutes have 
not been accepted by transfer agents 
generally, and so they have not excised 
or even checked the malignancy. The 
principal reason for this is that these 
statutes relieve the transfer agent of in- 
quiry into fiduciary transfers only where 


the transfer agent has no notice or rea- 
son to believe that a breach of trust is 
being committed. This may not bother 
too much the small corporation which 
transfers its own stock, but it scares the 
daylights out of the banks and trust 
companies which act as_ professional 
transfer agents. They are naturally fear- 
ful that in one of their many depart- 
ments and through their many employ- 
ees there may exist notice or knowledge 
of such facts as would put the stock 
transfer department under a duty of in- 
quiry. Furthermore, they are not sure 
that the existence of a recorded docu- 
ment does not constitute constructive 
knowledge or notice. 


The advocates of the Model Act be- 
lieve that it is the scalpel which will 
neatly and successfully excise the malig- 
nant growth and give to the fiduciary 
blessed relief from the pain and suffer- 
ing which he has undergone for many 
years. The operation with this scalpel 
was performed last year in Illinois (and 
Delaware and Connecticut) with defin- 
ite and marked success. The Model Act 
still has limited application because the 
Chicago transfer agents have taken the 
position that the Act must exist in three 
jurisdictions — the domicile of the cor- 
poration, the domicile of the transfer 
agent, and the domicile of the fiduciary 
relationship — before documentation 
can be dispensed with. Nevertheless, the 
Chicago transfer agents report that they 
have been able to eliminate documenta- 
tion in upwards of 25 per cent of their 
fiduciary transfers. It has been estimated 
that the successful performance of the 
operation in New York and New Jersey 
will result in the elimination of docu- 
mentation in upwards of 75 per cent of 
the fiduciary transfers made by New 
York City transfer agents. If the Model 
Act should be adopted in all the states, 
the malignant growth would be com- 
pletely excised, and the fiduciary would 
be restored to full health. 


Simple Approach of Model Act 
The Model Act has succeeded where 
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the other legislative acts have failed pri- 
marily because the draftsmen of the Act 
have closed their eyes and ears to every- 
thing except the single purpose of root- 
ing out the malignancy. It has not been 
easy to resist the critics who want to 
codify the whole law of stock transfers 
as in the Uniform Commercial Code, 
who have pet but isolated types of trans- 
fers they want to’ cover in the Act, who 
want to quibble about language, who 
want to make the Act mandatory on 
transfer agents instead of permissive, 
and who want to get brokers and signa- 
ture guarantors off the hook as well as 
transfer agents. Possibly this resistance 
has appeared to be ruthless, but any 
surgical procedure for removing a mal- 
ignant growth must be ruthless. 

Now the malignancy is the duty of in- 
quiry imposed on transfer agents by the 
American courts wherever there is no- 
tice or knowledge that some one has or 
may have a beneficial interest in the 
stock being transferred. There never has 
been any such duty of inquiry in Eng- 
land, where there has long been a statute 
requiring corporations to recognize only 
the legal interest. So, the heart and soul 
of the Model Act is the simple elimina- 
tion of any duty of inquiry, regardless 
of any notice or knowledge of beneficial 
interest, except in one case. That case is 
where the stock is not registered in the 
name of the fiduciary but is assigned by 
the fiduciary, such as stock in the name 
of a decedent assigned by the executor 
or administrator of his estate. Here the 
duty of inquiry is specifically defined — 
the securing of a court certificate show- 





ing the appointment of the fiduciary 
dated within 60 days prior to the trans- 
fer if the fiduciary was court appointed 
or a document showing the appointment 
of the fiduciary if he was not court ap- 
pointed. 

To obviate the criticism that a trans- 
fer agent might deliberately close its 
eyes to a patent breach of trust, the Act 
provides that any beneficiary who has 
reason not to trust his fiduciary may no- 
tify the transfer agent of a suspected 
transfer in breach of trust. If and when 
the stock is presented for transfer, the 
transfer agent is required to withhold 
transfer for 15 days to give the benefici- 
ary an opportunity of securing an in- 
junction against the transfer. 


This is all there is to the Act. 


Ready Acceptance 
The scalpel provided by the legisla- 


ture is no good unless transfer agents 
generally accept the Model Act and are 
willing to give up their old-established 
protection of documentation in reliance 
on it. Unlike some of the butcher knife 
statutes, there is nothing mandatory 
about the Model Act. To the draftsmen 
it seemed much wiser to persuade rather 
than force the transfer agents to go 
along. That this was the right approach 
seems to be proved by the fact that all 
of the Chicago transfer agents have vol- 
untarily accepted the Act and by the in- 
dication that the New York transfer 
agents will accept it if and when it is 
adopted in New York. 

So far, no transfer agent has opposed 
it or has advanced any good reason for 
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changing it except where necessary to 
meet special conditions such as exist in 
the City of New York, where a great 
part of the transfer business involves 
stock of corporations of other states. 
This is no mean accomplishment because 
the transfer agents are taking a hug 
dollar risk for themselves and their prin- 
cipals by giving up their present protec. 
tion of documentation in reliance on the 
insurance afforded by the Act. 

The uniformity with which the Act 
has been accepted by transfer agents and 
their lawyers is rather unique when it is 
considered that the most popular criti- 
cism leveled at transfer agents is that no 
two of them ever agree on the documen- 
tation requirements in a given case. The 
reason for this unique experience seems 
to be that the Model Act is so simple 
and clear and noncontroversial that there 
is little to quibble about. 

From the strictly material standpoint. 
any fear on the part of professional 
transfer agents that the simplification of 
fiduciary transfers might result in a loss 
of business is groundless. There is much 
more to transfer work than handling 
fiduciary transfers. No corporation with 
any substantial number of stockholders. 
except the very large corporations, can 
afford the intricate and expensive busi- 
ness machinery and automatic equip- 
ment required for economical transfer 
work, nor can it maintain a transfer staff 
of sufficient size to take care of peak 
loads without delay. 

The public relations aspect is also im- 
portant. There are, for instance, Dela- 
ware corporations which maintain pro- 
fessional transfer agents in both Chicago 
and New York. If the Model Act is not 
adopted in New York and fiduciaries 
discover that they can have stock of such 
a corporation transferred in Chicago, 
but not in New York, without documen- 
tation, they are going to make their dis- 
satisfaction known to the corporation. 
The corporation, in turn, is going to ex- 
press its dissatisfaction to the New York 
transfer agent. Granting that the Act 
gives adequate protection to the transfer 
agent, no professional transfer agent can 

really afford to oppose the Act. 


Approach to Legislature 


The problem of persuading the legis- 
latures to adopt the Model Act involves 
several elements. The first element of 
persuasion is to show that there is a real 
and urgent reason for its adoption. It is 
real because the common law which 
makes documentation necessary is clear- 
ly established, and it is urgent because 
the burden on fiduciary transfers is 
growing more and more excessive. 
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The next element is to confine the Act 
solely to the removal of the evil which 
gives rise to the reason for its adoption; 
otherwise the Act will be bogged down 
in a welter of confusion and controversy 
not only in the legislation itself but also 
among the bar associations and banks 
to whom the legislators look for views 
on impending legislation. 

{nother element is the protection of 
anyone who may have a just claim that 
he may suffer because of the Act. This 
is provided by the provision in the Act 
giving a beneficiary the opportunity of 
stopping a transfer in breach of trust by 
notice to the transfer agent. 

But the most important element of all 
is to avoid any amendments to the Act 
which would destroy or weaken its uni- 
formity. If any amendment is made 
which sets up a different rule in any type 
of fiduciary transfer, the Act will not be 
accepted by transfer agents. For in- 
stance, it has been suggested that the 
Act as now introduced in the New York 
Legislature should be amended to im- 
pose a duty of inquiry where stock is 
being transferred to the individual name 
of a fiduciary. If such amendment were 
adopted, it would mean that the Chicago 
transfer agents would have to have one 
rule for transfers of stock of Illinois, 
Delaware, and Connecticut corporations 
and another rule of transfers of stock of 
New York corporations. If amendments 
of this type should be adopted in other 
states, there might be three, four, or 
more different rules. The daily process- 
ing of a huge volume of transfers does 
not permit the application of different 
rules of this kind, and the consequence 
would be that the Chicago transfer 
agents would continue to require docu- 
mentation for all transfers except trans- 
fers governed by the unadulterated Mod- 
el Act. 


As to Custody and Banking 
Departments 


ls there any good reason why trust- 
men throughout the country should not 
press for adoption of the Model Act in 
their home states? The trustman who is 
a stock transfer agent or who is a fidu- 
ciary has everything to gain and no- 
thing to lose from the widespread adop- 
tion of the Act. In every bank or trust 
company, however, the trustman has 
two colleagues who, indirectly, may par- 
ticipate in a transfer of stock; namely, 
the custody department and the banking 
department. Have these colleagues any- 
thing to lose from the adoption of the 
Model Act? Even though only one out 
o: half a dozen large New York City 


binks consulted has expressed any con- 


. oe 
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cern on this score, this question should 
be answered for the sake of other banks 
who have not yet faced it. 

A custody department may be direct- 
ed by an individual fiduciary to sell 
stock held in a custody account. If the 
Model Act is adopted, the custody de- 
partment is going to lose the umbrella 
now held over it by the transfer agents 
because no inquiry will be made and no 
documents examined by the transfer 
agents. Yet even if the transfer was a 
breach of trust, the custody department 
would not be liable, according to the Re- 
statement of the Law of Trusts ($326) 
and Scott “Law of Trusts” ($326.2), as 
the mere opening of the custody account 
in the name of the fiduciary would not 
impose a duty of inquiry as to the exis- 
tence and terms of the fiduciary relation- 
ship. But even if the custody depart- 
ment’s lawyer is not willing to rely on 
these securities, the securing and legal 
scrutiny of documentation for each fidu- 
ciary custody account is not going to be 
any great hardship on the custody de- 
partment. In the first place, there are 
not too many custody accounts of a 
fiduciary nature. In the second place, 
the saving to the stock transfer depart- 
ment in the elimination of documenta- 
tion for thousands of transfers would 
far outweigh the hardship on the cus- 
tody department. In the third place, the 
fiduciary customer must be known to the 
custody department, and it must have 
some idea of his competence and integ- 
rity. 

The banking department may get in- 
volved in a fiduciary transfer through 


guaranteeing the signature of a fiduciary 
depositor or the signature of a fiduciary 
customer of a correspondent bank. A 
fiduciary may have his bank account in 
a branch of the bank and may request 
the manager of the branch to guarantee 
his signature on an assignment of stock, 
or a correspondent bank may mail in an 
assignment of stock by a fiduciary cus- 
tomer with a guaranty of signature by 
the correspondent bank and request a 
further guaranty of signature in order to 
meet the requirements for transfer. 
Knowing that there is going to be no 
scrutiny of documentation by the trans- 
fer agents, must the manager of the 
branch or the officer dealing with corre- 
spondents secure and scrutinize the fidu- 
ciary papers before guaranteeing the sig- 
nature? 

There would seem to be no such duty. 
It is almost inconceivable that a benefici- 
ary could charge the bank with partici- 
pation in a breach of trust merely be- 
cause the bank guaranteed the fiduci- 
ary’s signature as an accommodation to 
a customer or to a correspondent bank. 
The only legal authority on the subject 
is to the contrary. (Mudge v. Mitchell 
Hutchins & Co., Inc., 1944, 322 Ill. App. 
409; 54 NE 2d 708; 43 Mich L. Rev. 
429; 23 Chi-Kent L Rev. 99). 

It is possible, of course, that the sig- 
nature guarantor may be indirectly li- 
able on his guaranty for a transfer in 
breach of trust in that if the beneficiary 
can successfully hold the assignee of the 
stock responsible, the assignee, who took 
the stock on the faith of the guaranty, 
can seek redress from the guarantor. 
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This would be a very rare case, however, 
as stock is almost never delivered to an 
assignee in the name of or endorsed by 
a fiduciary, so the assignee would have 
no notice of any beneficial interest in the 
stock and could not be held liable by the 
beneficiary. Such a delivery is not a 
good delivery under the rules of the 
stock exchanges, which means that the 
great bulk of fiduciary owned stock is 
delivered in a street name or in the name 
of a nominee. 

The conclusion from the foregoing 
would seem to be that no bank which 
acts as professional transfer agent and 
as corporate fiduciary could properly 


and conscientiously feel unhappy about 
the Model Act simply because of a nebu- 
lous theory, unsupported by any legal 
authority, that the removal of the trans- 
fer agent’s umbrella may subject it to a 
charge by a beneficiary of participation 
in a breach of trust simply because it 
sold stock for a fiduciary or guaranteed 
his signature. 


Don’t Extend Exoneration 


It may be asked — why not amend 
the Model Act to eliminate also any duty 
of inquiry in fiduciary transfers by 
banks or brokers who sell stock for fidu- 
ciaries or who guarantee their signa- 
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tures? This is what the New York Stock 
Exchange wants to do. The simple an 
swer is that any such amendment of the 
Model Act is going to seriously jeopar- 
dize its adoption by state legislatures 
and its acceptance by transfer agents 
The Act would no longer have its simp 
persuasive appeal. From the standpoini 
of the legislature, no reason would bi 
apparent for exempting the broker 0: 
the signature guarantor because no es 
tablished liability on their part now 
exists. There is no urgency because even 
if the broker or the signature guaranto: 
takes the position out of abundant pre- 
caution that it must secure documenta- 
tion, there will be no excessive burden 
on the fiduciary, as he would have to 
suffer the scrutiny of only one set of 
documents by a single lawyer. 

The amendment would introduce a 
controversial and extraneous subject be- 
cause the broker and the signature guar- 
antor occupy a different position from 
the transfer agent. The broker and the 
signature guarantor can pick and choose 
their customers; and they derive some 
financial benefit, direct or indirect, from 
providing these services for their cus- 
tomers. The transfer agent, however, has 
to transfer the fiduciary’s stock regard- 
less of who he is; and it makes no finan- 
cial gain from such service. There are 
many persons, among them legislators. 
who think that if a broker or bank soli- 
cits customers and undertakes to deal for 
them with third persons or to guaran- 
tee their acts, it should be willing to 
take the consequences. 

The transfer agents are going to be 
suspicious of any statutory provision 
which affects the signature guaranty no 
matter how harmless it may seem. The 
protection of a signature guaranty has 
been jealously guarded by them for 
many years. It has contributed more 
than anything else to the free and eas) 
trade in stock certificates mainly be- 
cause the transfer agents have success- 
fully resisted over the years many snip- 
ing attacks aimed at weakening the |i- 
ability of the guarantor. 

The committees of the American Bar 
Association and the Illinois Bar Asso- 
ciation responsible for drafting and se- 
curing the adoption of the Model Act 
are opposed to any amendment which 
would extend it to sales of fiduciar\ 
stock or guaranties of fiduciary signa- 
tures by banks or brokers. The profes- 
sional transfer agents and the large cor- 
porations who have been consulted ar 
opposed to it. If the brokers want to re- 
lieve themselves of possible liability the: 
should submit their own Bill for tha‘ 
purpose. 
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DEALERS IN 


State, Municipal and Public Housing 
Agency Bonds and Notes 


The Chase Manhattan offers trust officers and others acting 
in fiduciary capacities a well rounded service 

in this type of investment. Inquiries will receive 

the personal attention of experienced officers. 


Bond Department 
THE 


HASE MANHATTAN 
BANK 


CHARTERED 1799 
Head Office: 18 Pine Street, New York 15 


Member Federal Deposit Insurance Corporation 
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iscretionary [rusts 


GUIDES FOR EXERCISE OF POWER TO 
DISTRIBUTE INCOME AND PRINCIPAL 


DON H. McLUCAS 


Vice President, The Northern Trust Company, Chicago, Illinois 


HETHER ENCOURAGED BY THE TAX 

laws or the prudent planning for 
the disposition of property, the use of 
discretionary powers over income and 
principal is growing at a greatly acceler- 
ated rate. The popularity of the arrange- 
ment suggests a review of the law cover- 
ing these discretions and the trustee’s 
responsibility in acting under them. 

Most of the decided cases dealing with 
discretionary powers of payment in- 
volve powers of a trustee to pay princi- 
pal to an income beneficiary. Relatively 
few have dealt with discretion to deter- 
mine the amount of income to be dis- 
tributed or accumulated. It seems clear, 
however, that the same principles govern, 
whether the discretion covers income or 
principal. 

There seems to be a notion that dis- 
cretions involving the amount of income 
to be distributed are to be liberally con- 
strued in favor of distribution and 
against accumulation. At the same time, 
there seems to be reluctance on the part 
of trustees to be overly liberal in making 
discretionary payments of principal. This 
is presumably based on the historic idea 
that income is normally something to be 
distributed, whereas principal is to be 
held in trust for ultimate distribution to 
the remainderman. This notion has no 
basis in law. A trustee is held to the 
same degree of accountability in the ex- 
ercise of these discretions, whether they 
cover income or principal. 


Court Supervision 
Regardless of the breadth of the dis- 


cretionary power, the court will inter- 
cede on behalf of the aggrieved benefic- 
ary and require the trustee to act when 
his failure to act is an abuse of the 
power. or surcharge him where his acts 
constitute the abuse. Furthermore, a 
trustee's abuse of his discretion may 
bring about his removal. The crux of the 
question. therefore, is when and to what 

From address before 39th Mid-Winter Trust 


Conference, American Bankers Assn., Feb. 11, 
1958. 
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extent there has been an abuse of a dis- 
cretion. As in the case of so many rules 
of law, it is easy to state but sometimes 
difficult to apply. 


Occasionally, a trustee may be justi- 
fied in seeking the instructions of a 
court to determine whether or not cer- 
tain purposes, for which discretionary 
payments are being considered, are with- 
in the limitations of his discretionary 
power. Under such circumstances, the 
court may find that the power exists to 
make a payment for a designated pur- 
pose as a matter of construction but will 
not exercise the trustee’s discretion by 
directing that a specified amount be paid 
for that purpose. This power must be 
exercised by the trustee, and it is not 
exercised by the trustee when he merely 
honors requests for payment without an 
independent investigation of the facts. 


As a practical matter, the courts do 
not offer much of a haven to the trus- 
tee in dealing with these discretionary 
powers. In most instances, a_ trustee 
must deal with the problems under these 
powers as they arise, determine the scope 
of the power, decide whether or not a 
payment for a designated purpose is 
permissible under the power, and finally 
conclude as to the propriety and amount 
of payments to be made 

If. in the honest exercise of the dis- 
cretion, the trustee concludes that a 
payment should not be made, he has 
only the disappointed beneficiary with 
whom to reckon. He has not parted with 
any funds and hence has no responsibil- 
ity to other beneficiaries, who may have 
an interest in the trust property. If, how- 
ever, he makes payments under the 
power, he must be prepared to defend 
the exercise of his discretion in the fu- 
ture. This may come years later at the 
complaint of an aggrieved beneficiary 
who was an infant or not even living 
when the payment was made. Hence, af- 
firmative actions under these powers in- 
volve consequences much more serious 
to the trustee than nonactions. 


Tests as to Amount 


In determining whether or not there 
has been an abuse in the exercise of a 
discretion, the first consideration is the 
scope of the power in the instrument. 
Powers which permit payments to meet 
emergencies of the beneficiary, such as 
sickness and accidents, present little dif- 
ficulty, as the emergency must exist be- 
fore the payment may be made. Discre- 
tions permitting payments for the bene- 
ficiary’s comfort and welfare cover more 
latitude and, therefore, are less suscepti- 
ble of precise definitions as to scope 
than those which are limited to support. 
It is axiomatic that payments beyond 
the limits of the power are made at the 
trustee’s own risk. 

Having concluded that a need exists 
within the purview of the power, the 
trustee must then decide the amount of 
funds which may be advanced. The sta- 
tion of life of the beneficiary and the size 
of the fund are factors to be considered. 
The trust instrument itself may be help- 
ful in deciding this question. For exam- 
ple, a discretion authorizing the trustee 
to encroach upon principal to provide 
for the support of the beneficiary in the 
manner of living to which he or she was 
accustomed during the trustor’s lifetime, 
offers a guide as to the amount to be 
paid for that purpose. The trust instru- 
ment which suggests that the trustee be 
liberal in the exercise of his permitted 
discretion gives more latitude as to the 
amount than one which does not contain 
such a suggestion. 

There is no formula by which the 
trustee may determine the precise 
amount which may be advanced within 
the limitation of the power. On the con- 
trary, the trustee is given considerable 
latitude as to the extent to which funds 
may be paid. That the court itself might! 
feel that more or less could have bee: 
paid is not a basis for disturbing th: 
action of the trustee. The reasonably 
sound judgment of the trustee is all thai 
is required. 
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Outside Sources 


Oftentimes, the discretionary power 
is specifically conditioned upon the bene- 
ficiary’s outside income and resources 
being insufficient for the stated purpose. 
In such situations, the trustee must, of 
course, require that the beneficiary’s 
own funds be exhausted before making 
payments from the trust funds. 

If, however, the trust instrument is 
silent as to the availability of the bene- 
ficiary’s own funds, must the trustee in- 
quire into the beneficiary’s outside re- 
sources and insist that they be used be- 
fore trust funds are made available? This 
undoubtedly the most difficult and 
most litigated question raised by these 
discretionary powers. The courts decide 
this question on the basis of that neb- 
ulous criterion — the intention of the 
trustor. Hence, the answer is not neces- 
sarily found in the wording of the dis- 
cretion, although the courts tend to draw 
fine-spun distinctions on this basis. If 
the power to make payments is based on 
the needs or requirements of the bene- 
ficiary, the courts seem to require the 
trustee to consider first the availability 
of the beneficiary’s own funds before 
using trust funds. Where, however, the 
discretionary power is construed as cre- 
ating an absolute gift of income or prin- 


—_s 
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cipal sufficient to provide for the bene- 
ficiary, no consideration need be given 
to the beneficiary’s own funds. A discre- 
tion to invade principal if trust income 
should be insufficient for the support 
and maintenance of the beneficiary 
might fall in this latter category of an 
absolute gift to satisfy those require- 
ments of the beneficiary. 


Short of court construction, it is im- 
possible to determine with certainty that 
any given discretionary power consti- 
tutes an absolute gift to provide for the 
beneficiary from the trust funds. The 
trustee should, therefore, proceed with 
caution in concluding that the benefici- 
arys outside resources may be disre- 
garded. If the beneficiary’s own funds 
are to be considered, other practical 
problems must be resolved. To what ex- 
tent is the trustee obliged to inquire into 
the beneficiary’s other resources? Must 
the trustee insist upon sworn financial 
statements, copies of income tax returns, 
or other similar types of information 
usually associated with investigations in- 
volving arm’s-length business transac- 
tions? There is some indication that the 
trustee, in exercising these discretions, 
may rely upon representations of his 
beneficiary. This is certainly consistent 
with the confidential and close relation- 


ship between trustee and _ beneficiary. 
Also, to what extent is the beneficiary 
obliged to exhaust his own property be- 
fore the trustee may encroach upon trust 
funds to satisfy the stated requirements 
of the beneficiary? Beyond his outside 
income, must the beneficiary also spend 
his entire principal before the trust 
property may be used? Some courts have 
said yes; others have said no. 

Because of the confusion on _ this 
point, this question should be explored 
with the trustor and his wishes should 
be set forth in the trust instrument. 


Particularity of Purposes 


The purposes for which trust funds 
may be paid need not be stated with par- 
ticularity. The power may authorize pay- 
ments to be made as the trustee deter- 
mines to be in the best interests of the 
beneficiary, or as the trustee deems 
proper, or simply in the sole discretion 
of the trustee. In dealing with these 
broad discretions, the trustee is given 
considerable latitude in determining the 
propriety and amount of payments. It 
appears that a court will intercede on 
behalf of an aggrieved beneficiary in- 
volved in one of these powers only if the 
trustee acts in bad faith, capriciously, 
dishonestly, or from an improper motive. 
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Broad discretions which do not limit 
payments for specified purposes are un- 
deniably attractive and perhaps should 
be used more often. Vested in a con- 
scientious trustee, these discretions per- 
mit meritorious payments under circum- 
stances that may arise in the future but 
that could not be foreseen at the time of 
the creation of the trust. They give a 
great degree of flexibility, which is usu- 
ally attractive to the trustor. Payments 
under broad powers may be made by the 
trustee without the apprehensions that 
he might have in exercising discretions 
limited to specific purposes. The trouble- 
some question of whether the benefici- 


ary’s outside resources are to be consid- 
ered practically disappears in exercising 
these broad discretions. 

Having been granted broad discretion- 
ary powers, the trustee may be in a di- 
lemma as to the trustor’s intentions un- 
der them if he has no knowledge of those 
intentions. A frank discussion between 
the trustor and the prospective trustee 
at the time the trust is established is de- 
sirable. Such a discussion will acquaint 
the trustee with the family situation and, 
in a general way, reveal the objectives 
to be accomplished through the use of 
the powers. It would be well for the gen- 
eral intentions of the trustor as to the 





TRUST DEPARTMENT INCOME 
MORE THAN DOUBLED IN NINE 
YEARS 


Nine years ago we were a medium sized trust 


department. Today we are a large one. Estate 


Analysis has been our primary method of develop- 


ing new business. 


We have no “outside men,” soliciting new business. 


The greater part of our prospects come from refer- 


rals by life underwriters and attorneys. 


Nine years ago we inaugurated a program of mak- 


ing estate analyses for prospective customers, at 


no cost to them. To date we have made 420 formal 


written reports for individuals whose assets aggre- 


gate better than $179,000,000. This activity has 


more than doubled our income. 


We have also built up a substantial backlog of 


potential business in the form of Wills in which 


we are named as executor and/ or trustee, and re- 


vocable living trusts (insurance trusts) in which 


we are named. 


If our experience can be of any help to you we will 


gladly give you more detailed information. 


Warren T. Hackett, Vice President and Trust Officer 


THE HUNTINGTON NATIONAL BANK 
OF COLUMBUS, OHIO 
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use of the discretionary powers to be put 
in writing and deposited with the trus- 
tee. If the trust is created by will, this 
writing may be changed from time to 
time by the testator to reflect any changes 
in his intentions. Such a statement of 
intent, although without legal effect, wil! 
serve in a general way as a guide to the 
trustee. It will also be helpful to the 
trustee in refusing spurious requests. 


Records 


There are few legal guideposts as to 
the mechanical steps to be taken by the 
trustee in exercising these powers or the 
supporting records to be maintained. 
Practices of trustees as to recording of 
facts and circumstances surrounding the 
exercise of these discretions undoubted- 
ly vary from simple ledger entries to 
much more elaborate arrangements. 
When exercised by a corporate fiduciary. 
action under the discretion may be de- 
termined by the trust officer handling 
the account or by committee action. 


Regardless of the mechanics employed. 
the maintenance of adequate records 
covering the background of the exercise 
of the discretion is not only advisable 
but necessary. The burden rests on the 
trustee to support his accounts, which 
includes funds paid under discretionary 
powers. A mere ledger entry or sketchy 
notation describing the payment and the 
person to whom it was made may be 
wholly inadequate when the trustee may 
be called upon years later to defend his 
accounts. The record should contain suf- 
ficient information as to the circum- 
stances surrounding each discretionary 
payment to enable the trustee to re- 
construct his actions in exercising the 
discretion if and when attacked. 

Troublesome as these discretions may 
be, with the vagaries as to purpose for 
which trust funds may be used, as to 
whether the beneficiary’s outside re- 
sources must be considered, as to the re- 
quirement as to the reasonableness of 
funds that may be paid, dealing with 
these powers is an important aspect of 
the trust business. Trusts containing dis- 
cretions to pay principal and income are 
placing an increasing burden on all trus- 
tees and, particularly corporate trustees. 
It is a challenge to the future of the trust 
business in this country and to the cor- 
porate trustees, to deal with these dis- 
cretionary payments in a just and sym- 
pathetic manner. It is a challenge to cor- 
porate fiduciaries to remember at all 
times that human relations are at stake 
when these powers are involved and that 
these relations demand an exceeding!y 
warm and understanding approach. 


TRUSTS AND ESTATES 
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IMPROVED PROSPECTS FOR 
CEMENT MAKERS 


Cement stocks this year have recorded 
an above average market performance, a 
performance which may well continue 
for the near term at least. This action 
appears justified when the near and long 
term futures are viewed and when it is 
recalled that these shares suffered a 
sharper than average reversal in last 
year’s decline. 


There are several reasons why the 
prospects for the cement companies in 
1958 are better than 1957 which was a 
rather unsatisfactory one for the indus- 
try after a record 1956. Many adverse 
factors contributed to the poor showing. 
Weather, especially in the southwest, 
was unfavorable and limited shipments 
during the first six months. Residential 
housing which normally consumes 14% 
of total cement produced dipped to a 
nine year low in units started. On top 
of this, large orders expected from the 
Federal Highway Program did not ma- 
terialize. 


While these factors were hampering 
the industry, a nationwide strike oc- 
curred which lasted about a month. This 
tie-up and the ensuing wage increases 
adversely affected results. Despite sev- 
eral scattered increases, the industry as 
a whole was unable to raise prices to 
offsei higher operating costs. The one 
favorable occurrence in 1957 was the 
decision of the Internal Revenue Bureau 


not ‘> contest the larger depletion allow- 
ances claimed by brick and cement 
manifacturers. This windfall for most 
om anies was substantial and aided 
957 


earnings significantly. 


Generally, prospects for 1958 are 


favo:able although the decline in the 
econ my and the question of its dura- 
tion >oses an obvious uncertainty. Resi- 
dent :1 housing starts are expected to 
Marcu 1958 
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exceed last year’s by a moderate amount, 
aided by a possible Federal easing of 
home mortgage terms. Public utilities 
are slated to increase their spending by 
about 6% while public construction in- 
cluding Federal, state, and local projects 
is expected to rise by about 7%. Total 
over-all construction expenditures there- 
fore may rise by 2%-3%. The Federal 
Highway Program probably will not 
make a significant contribution to de- 
mand until the second half of this year 
when many projects now in the planning 
stage will be actually underway. There- 
after, road building will consume a 
growing amount of cement. 


Prices of cement in most areas have 
been raised moderately this year to com- 
pensate for last year’s wage increases. 
Therefore, profit margins are expected 
to show some improvement over those 
of the final quarter of 1957. If the pre- 
ponderance of economic forecasters are 
correct and a turnaround in business 
occurs in the second half, earnings of 
many cement companies may be higher 
than anticipated now. While many in- 
dustries are faced with labor negotia- 
tions this spring, the cement manufac- 
turers believe that there will not be a 
recurrence of last year’s difficulties. 


Overcapacity has been a factor which 
has made many investors cautious as to 
the near term outlook for cement. While 
such fears are justified on a historical 
basis due to the chronic over-supply con- 
ditions which existed from the late 
1920’s until after World War II, this 
does not appear to be a major problem 
for the foreseeable future. The industry 
embarked on a large expansion program 
in 1955 which is expected to increase 
capacity by 25% by the end of this year, 
but this expanded capacity is not ex- 
pected to be adequate 


IN VES TORS 


DIGEST 


. . Funds Index... Reports 


pears most promising for firms with 
plants in Florida, the west and the south- 
west, and areas where population growth 
is expected to exceed that of the nation 
as a whole. 


DonaLp Von WEDEL 
HEMPHILL, NOYES & COMPANY 


Evectric UTILities 
Back IN Favor 


Last summer electric utility stocks 
joined in the initial stage of the market 
decline, but in October they began a 
steady recovery which has carried some 
issues back to their 1957 highs. What 
hurt utility stocks more than anything 
else last summer was the sharp rise in 
interest rates; new issues of high-yield- 
ing priorities competed with utility equi- 
ties for the investment dollar. Also it 
was feared that earnings might suffer 
over the long term from higher fixed 
charges. However, interest rates have 
eased since October and their downward 
trend may carry somewhat further; and 
electric utilities have been more success- 
ful than perhaps anticipated in obtaining 
regulatory relief. 


Can the electric utilities reward in- 
vestors’ confidence by maintaining an 
uptrend in earnings in 1958? Thus far 
the evidence seems favorable. Equity 
financing is apparently running below 
last year, minimizing the dilution of 
earnings; more cash is being generated 
internally by accelerated depreciation. 
In the 12 months ended October 31, the 
number of electric utility customers in- 
creased 2.5%, sales 5.2%, revenues 
6.7%, net income 5%, common divi- 
dends 7.2% and plant investment 9.7%. 
Weekly electric output figures showed 
gains over the previous year until early 





to meet the antici- 
pated building boom 
of the early 1960's. 
Present overcapacity, 


furthermore, is local- 
ized and is most evi- Fuel 
dent in the east and Wages 


the Pacific northwest. 
Earnings of compa- 
nies located in these 
areas may therefore 
not compare favor- 
ably with those in 
other sections over 
the near term. Long 
range the future ap- 


Maintenance, etc. 
Depreciation 
Taxes 


Interest and 
Preferred Div. 


Balance for 
Common Stock 





DISTRIBUTION OF ELECTRIC UTILITY 


REVENUE DOLLAR* 


1948 1950 1952 1954 1956 1957 
19.3% 16.3% 16.4% 15.2% 15.6% 16.6% 
20.6 20.0 19.4 18.9 16.9 16.7 
10.5 10.1 10.2 10.2 9.8 9.6 
9.1 9.4 9.2 9.7 9.7 99 
17.8 20.3 21.9 22.2 22.2 21.8 
8.6 8.4 8.1 8.2 8.3 8.3 
14.1 15.5 14.8 15.6 17.5 17.1 


* Includes other income. 
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January, when they fell slightly behind 
for several weeks, but the latest figure is 
again up 2.2%. As the experience of 
1949 and 1954 shows, “built-in safe- 
guards,” such as demand rates, cushion 
the decline in industrial sales, and resi- 
dential sales, affected only in deep de- 
pression, should be bolstered by increas- 
ing use of air conditioning and electric 
heating. Utilities may benefit this year 
by lower fuel prices, as well as improved 
hydro conditions in some areas. And 
though wage increases will continue, 
they are offset by higher labor efficiency. 

A recent survey of some 90 leading 
electric utilities shows that 36 expect in- 





creased share earnings in 1958 while 
only four expect a decline and two no 
change, with the remainder making no 
forecast. That the utilities remain opti- 
mistic is also indicated by their plans to 
spend $5.2 billion for construction in 
1958 or 11% over 1957, and to install 
some 45 million kw over the coming four 
years, increasing the existing capacity 
of 131 million kw by over one-third. 


CARL M. LOEB, RHOADES & CO. 


TECHNICAL COMMENT 


The industrial averages are selling 
about halfway between their bear mar- 
ket low area of approximately 420 and 
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their recent February recovery high of 
about 460. Many well-known economists 
believe the current downturn in business 
has still further to run, over-all investor 
confidence is at a very low ebb, and the 
result of efforts by the Administration 
and the Federal Reserve Board to halt 
the current business recession is still un- 


determined. In addition, many investors | 
who failed to sell when the Dow Indus. | 


trials broke the important support levels 
at 470 and 454 last fall will continue to 
carry out their belated selling prograins 
should any recovery rally take place 
from around present market levels. 

It is admittedly difficult to argue ef- 
fectively against the current array of 
pessimistic business and other factors, or 
to decisively refute the forecasts being 
made on all sides that the major stock 
market trend is down, yet it should be 
repeated again that the general market 
action has remained relatively favorable, 
despite all this adverse news and predic- 
tions of much lower first quarter earn- 
ings. Many individual stocks already 
appear to have rather fully discounted 





these unfavorable factors in their respec- | 
tive price patterns, even the recent divi- | 


dend cuts, and many seem in a favorable 


technical position to move much higher | 


after a period of further sidewise con- 
solidation. Ultra-selectivity and erratic 
market action should continue with no 
apparent end in sight, and it seems un- 
wise to assume that all stock groups or 
individual issues will perform commen- 
surately. This opinion is made regard- 
less of whether the Dow Industrials and 
Rails break their recent near-term sup- 
port levels of 434-435 and 102-103, re- 
spectively, and test out the November- 
December low area of 425-430 and 98- 
100, respectively. 


March 3, 1958 


KENNETH WARD 
HAYDEN, STONE & CO. 


A kh A 
ExpLatins LAND TrusTs 


In the operation of real estate syndi- 
cates, shopping centers and “coopera- 
tive” buildings new legal problems have 
arisen. A basic question is whether the 
operation should be organized as a 
corporation or a partnership. A third 
possibility is the land trust. The ad- 
vantages of the latter are set forth 5y 
Oscar S. Caplan, trust officer, Central 
Bank & Trust Co., Miami, Fla., in te 
January Southern Banker. His trust «e- 
partment in less than a year has gain-d 
about $3,335,000 in trust assets and »»- 
creased fees income 100% from lad 
trusts. 
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UNION CARBIDE CORPORATION 





1957 Annual Report Summary 








1957 1956 
iis 6 Bd dk han tan key areemey $1,395,032,817 $1,324,506,774 
| a 133,740,818 146,233,444 

ok er rr 4.45 4.86 
Dividends Paid.................. 108,307,512 91,956,493 
ey ere ee 3.60 3.15 


Porned Susplas.........26..6.... 605,530,309 580,097,003 


Current Assets................... $ 639,190,691 
216,302,892 


1,456,353,350 


$ 715,406,189 
237,656,800 
1,459,748,536 


Current Liabilities................ 


be 


Shares Outstanding............... 30,067,123 30,088,510 
Number of Stockholders........... 123,943 118,391 
Number of Employees............. 77,000 79,000 





Copies of the complete 1957 Annual Report of Union 
Carbide Corporation will be furnished on request. 
An illustrated booklet describing the products and 
processes of Union Carbide also is available. If you 
wish copies of these booklets, please write to the 
Secretary, Union Carbide Corporation, 30 East 
42nd Street, New York 17, N. Y. 





. —— UCC’s Trade-marked Products include 
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3AKELITE, VINYLITE, and KRENE Plastics ¢ VisKING Food Casings « PREsTONE Anti-Freeze 

>yROFAX Gas ¢ Union Calcium Carbide *« Nationa Carbons ¢ SYNTHETIC ORGANIC 
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Electrodes ¢ ELEcTROMET Alloys and Metals 
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FILLING THE “Equity Gap” 


In a recent talk before the Associa- 
tion of Stock Exchange Firms, President 
Keith Funston of the New York Stock 
Exchange revised upward to $45 billion 
annually from now until 1965 neces- 
sary capital expenditures for plant and 
equipment. The New Space Age heralded 
by last autumn’s satellite sensations will 
not only raise the defense budget but 
will also act as a spur to other lines 
of business, with the result that, along 
with inevitable price increases, the Ex- 
change’s 1955 estimate of some $35 
billion annually has been outmoded. The 
old total contemplated $6 billion in new 
equity capital, which has now been 
upped to $7 billion. This apparently in- 
adequate base would be swelled by 
retained earnings and depreciation re- 
serves, however, to well above the 50% 
mark, leaving the balance to be raised 
through debt financing. 


The disproportion in relative return 
to labor and the stockholder since 1950 
was cited by Mr. Funston; with na- 
tional income up by 50%, labor’s 
income has risen 65°, while corporation 
profits have declined 7%. In addition, 
this condition is aggravated by the need 
to plow back about half of net income 
into the business which he summed up 
as “not much of a reward for risk 
taking.” 


The annual compilation of 1957 fi- 
nancing prepared by the Investment 
Dealers Digest shows only $2.17 billion 
of common capital stock underwritten 
and publicly offered, against $2.25 bil- 
lion in 1956. Private placements would 
increase the total somewhat but the 
gap of nearly $5 billion between the 
visible figure and President Funston’s 
norm naturally makes one wonder where 
such huge chunks of equity money are 
to come from. It is undeniable that 
ever-increasing numbers of citizens are 
becoming stock-minded, as proven by 
the growth of investment clubs, open-end 
mutual funds and the Exchange’s own 
Monthly Payment Plan, but that $7 bil- 
lion seems “away up there” from the 
comparatively lowly level of visible 
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stock financing totals of the past two 
years. 

Private trusteed pension and retire- 
ment funds have become important 
holders of stocks in the aggregate, al- 
though a minority of plans still ab- 
stains. It is logical that the more favor- 
able return available from this medium 
under professional guidance will be re- 
flected in larger totals of common stocks 
in these portfolios as annual increments 
pile up and the number of plans in force 
continues to increase. 

There seems small likelihood of any 
equity money becoming available from 
the other half of the pension fund group, 
the public funds administered to provide 
for retirement of public employees. This 
area represents the last stronghold of 
ultra-conservatism, dollar safety with- 
out regard to purchasing power being 
the sole criterion and investments nor- 
mally being restricted to bonds of gov- 
ernment entities. Although time may 
bring some degree of liberalization, this 
source may as well be ruled out for the 
period in question. 

Mutual savings banks also fall into 
the dollar conservation sector, with the 
exception of the nominal equity invest- 
ment permitted under New York State 
law, so successfully exploited by the 
Institutional Investors Mutual Fund, 
Inc. which assists its participating banks 
to keep their surplus accounts abreast 
in some degree with increasing deposit 
totals. If similar permissive legislation 
were enacted in other states with mutual 
savings institutions or broader discre- 
tion in equity investment were granted 
in New York State, this pool could pro- 
vide an appreciable addition to capital 
funds but this also will require time to 
develop. 

The last resort, then, appears to be 
the life insurance field which, according 
to the Institute of Life Insurance, poured 
nearly $16.7 billion into investments in 
1957. This tremendous total represents 
new capital of $5.2 billion from policy- 
holders as well as funds from refundings, 
maturities and amortization, but only 
$242 million went into common stocks 
during the year. At the end of 1957, 





the more than 1,250 life companies re 
porting held a total of only $1,357 mil 
lion in equities, as compared with thei: 
aggregate assets of about $101 billion 
The regulatory authorities are well ad 
vised to protect the policyholders’ con 
tracts against unsound or speculative in 
vestment management but if commo: 
stocks of selected domestic companies 
are unsafe to be held in greater per- 
centage than now permissible, how much: 
real protection is afforded holders of 
industrial debt obligations? The prin- 
cipal of balanced investment seems to 
be flouted here in reverse. 

Although this meager total of hold- 
ings fails to indicate it, life insurance 
executives undoubtedly now look on 
stocks with a more friendly mien than 
they did only a few years ago. Tradition, 
law and questions about valuation of 
assets which can fluctuate as widely as 
equities all enter into the problem. Pre- 
ferred stocks have been granted some 
“breaks” in methods of valuation for 
statement purposes and comparable rea- 
sonable treatment may yet be worked 
out for common stocks. Meanwhile, the 
trend of thought in the industry is in- 
dicated by the recent statement of Presi- 
dent Oates at the annual meeting of the 
Equitable Life Assurance Society that 
he is much interested in studying the 
possibility of increased equity partici- 
pation. His background as former chair- 
man of the Peoples Gas Light and Coke 
Co. of Chicago testifies to his knowl- 
edge of and confidence in well-managed 
industry and, if his lead results in 
similar action by other large life com- 
panies, this development could play a 
significant role in providing a substan- 
tial portion of the expanding capital 
base envisioned by Mr. Funston. 


PropHet WitrHout. Honor? 


President Eisenhower has pinpointed 
March to register initial recovery from 
the “readjustment” with more improve- 
ment to come during the second quarter. 
an opinion shared by few non-political 
observers and apparently not concurred 
in by most of his economic advisers 
who are hopeful of third or fourth 
quarter expansion in business indices. 
Members of Congress facing reelection 
in the autumn are making hay with their 
constituents, regardless of party affilia- 
tion, by blaming the Administration for 
malfeasance or misfeasance while de- 
manding strong action, usually cor- 
veniently unspecified, to halt the slum; 
Being committed to the position that the 
correction period will be a short one, the 
Administration finds itself in the diler- 
ma of having to prepare for the wors: 
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by having on tap a large selection of 
public works projects from which to 
select when and if conditions and ap- 
propriations dictate, while facing its 
opponents’ jibes of doing nothing to halt 
the decline. 

The President, although on record as 
willing to take vigorous measures to 
combat a serious deterioration, is still 
fearful of inflation but less so than 
Chairman Martin of the Federal Reserve 
Board who presented a sound and un- 
emotional appraisal of present condi- 
tions before two Congressional commit- 
tees during February. Not being in poli- 
tics, Mr. Martin calls the plays as he 
sees them which does not endear him 
to many on the Washington scene. Busi- 
ness is suffering from previous excesses 
of the boom and these, he believes, need 
to be corrected rather than to have the 
sore spots covered with a protective 
coating which leaves the basic condition 
uncured. Fiscal and monetary policies 
must, in his opinion, be carefully formu- 
lated to fit the changing conditions of 
deflation and inflation and he seeks to 
avoid during recession excessive stimuli 
which may contain inflationary seeds to 
sprout at a later date. 

What are the chances for fulfillment 
of Mr. Martin’s hopes? At this time, 
they appear certain to be submerged in 
a welter of still undetermined attempts 
to counter economic law, with some 
form of income tax reduction promi- 
nently to the fore. This approach rests 
on the hoary and fallacious theory that 
what is needed to turn the tide of 
business is more purchasing power, the 
same argument advanced repeatedly in 
recent years by labor in contract nego- 
tiations. Purchasing power is only one 
component of consumption and there is 
no certainty that today’s slackened pace 
is due to its inadequacy. 

While observers feel that an 
increase in personal exemption or 
lower-bracket relief for individual tax- 
payers would merely be cowardly op- 
portunism in an election year, thereby 
assuring a whopping deficit in an al- 
realy overoptimistic budget, it raises 
the matter of our outmoded and un- 
realistic income tax structure. There can 
be no doubt that this area needs a 
thorough going-over, with reduction in 
rate progression and simplification of 
provisions, together with modification of 
the -apital gains and credit for dividends 
sec ions. The perennial objections of the 
Treasury on the grounds of reduced 
revenue would probably prove baseless 
if veneral reduction could be brought 
abcut over a period of years, with 
heichtened business activity compen- 
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sating for declining tax rates. This 
would likewise tend to stimulate indi- 
vidual saving and help to provide the 
base for this growing economy which 
retention of world leadership demands. 


Wuy Worry Over Stocks? 


Reference was made in last month’s 
column to the Bell Telephone System 
Pension Fund, reputedly the largest 
trust fund in existence, which provides 
for 45,000 present pensioners and is 
designed to meet retirement needs of the 
793,000 System employees, as of the 
close of 1957, when they become eligi- 
ble. Restricted to investment in bonds, 
debentures and notes permitted to life 


companies under laws of New York 
State under management of the Bankers 
Trust Co., New York City, the Fund in- 
creased during the past year by nearly 
$218 million to a total of $2.6 billion. 
Composition of the Fund as released 
by the parent company, American Tele- 
phone and Telegraph Co., is as follows: 


Amount Total 
U. S. Governments _... $ 100,399,983 3.9% 
Telephone Oblig. 544,191,810 20.9 
Public Utility Oblig. _. 1,001,533,376 38.5 
Railroad Obligations —_ 31,868,900 1.2 
Industrial Oblig. — 595,265,615 22.9 


Other Obligations —. 
Cash, Accrued Int. _... 


291,839,950 11.2 
35,114,492 1.4 





Total Assets $2,600,214,126 100.0% 
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COMMON TRUST FUNDS HOLD 641 COMMON STOCKS 


STUDY OF 245 Common TRUST 

Funds taken as of the available 
valuation date nearest to the 1957 year- 
end, shows aggregate holdings of 
$1,968,806,851 with equities amounting 
to $952,311,758 representing 641 cor- 
porations. The funds studied represent 
all common trust funds operating under 
Regulation F of the Federal Reserve 
Board of Governors except cemetery 
and veterans funds and funds established 
too recently to have made an annual re- 
port. The 245 funds have 86,367 partici- 
pating trust accounts. 

The holdings of the 245 funds show 
an increase of $8,374,246 over the as- 
sets of the 228 funds tabulated a year 
ago. It should be remembered that the 
total dollar figures reflect not only the 
additional 17 funds tabulated but also 
the securities market price movements. 

Altogether there are now 269 Trust 
Funds operated by 212 banks and trust 
companies in 41 States, the District of 
Columbia and Hawaii. The average size 
participating account is $20,120. 

This year separate portfolio totals 
have been tabulated for 163 discretion- 
ary funds, 51 restricted funds, 16 com- 
mon stock funds, 10 fixed income funds 
and 5 bond funds. Since previous tables 
have combined the common stock funds 
with the discretionary type and the fixed 
income and bond funds with the re- 
stricted type, comparisons with last year 
are not made. 

In the appended list of common stock 
holdings 42 companies appearing a year 
ago are no longer held. On the other 
hand stocks of 50 companies not held 
at the 1956 year-end are now included. 
Seven companies whose stock had been 
dropped at the 1956 year-end are again 
on the list. These are: American Surety, 
Camden Fire Insurance, Hanover Fire 
Insurance, McGraw-Hill, Mead Johnson, 
Owens-Corning Fiberglas and United 
New Jersey Railroad & Canal. 

Others added to the list during the 
year are: Avon Products, Briggs & 
Stratton, Bristol Myers, Central Maine 
Power, Carolina Clinchfield & Ohio, Cin- 
cinnati Milling Machine, Consolidated 
Electrodynamics, Dictaphone, Douglas 
Aircraft, Eastern Gas & Fuel Associates, 
Eli Lilly, Emhart Manufacturing, Fibre- 
board Paper Products, First National 
Bank, Baltimore, Foote Mineral, Gibson 
Art, P. H. Glatfelter, Great-West Life 
Assurance, Grinnell, Haloid, Johnson 
Service, Laclede Gas, P. Lorillard, P. R. 
Mallory, Manufacturers Life Insurance, 
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Mueller Brass, National Supply, New 
Hampshire Fire Insurance, Oxford 
Paper, Peerless Investment, Pennsyl- 
vania Glass Sand, Polaroid, Public 
Service Co. of New Hampshire, Reliance 
Insurance, Revere Copper & Brass, 
Riegel Paper, Schering, Smith Invest- 
ment, Standard Pressed Steel, Southern 
Colorado Power, Stonega Coke & Coal, 
Virginia Coal & Iron, and Whirlpool. 


DISCRETIONARY FUNDS 
(Dollar Figures in Millions) 


Le Se od re $ 170 11 % 
Gther Govits 30 2 
meee 364.6 23.5 
Pre. tocks 154.1 10 





Common Stocks _...__ 814.1 52 
Mortgages _.—<i«é«~CSS 1 
nee 8.4 0.5 
a, 100.0 


RESTRICTED FUNDS 
(Dollar Figures in Millions) 











(5 2 re $ 47.9 16.4% 
Other Gov’ts _._____ . Soe 4 
Corp. Bonds _..__.___. 87.3 30 
Pre. stocks 46.8 16 
Common Stocks ____ 88.9 31 
Mortgages ___ Licaledaccan “Se 2 
ee 0.6 
Total i ees 100.0 
COMMON STOCK FUNDS 
(Dollar Figures in Millions) 
UR oo ne $ 1.2 2.3% 
Other Govis ........... 0 0 
oe © | 0.7 
eS 0.7 i 
Common Stocks _....__- 49.4 95 
Mortgages _.....- 0.2 0.3 
oo ate Wels eee 0.4 0.7 
Se oe ee $52.2 100.0 
FIXED INCOME FUNDS 
(Dollar Figures in Millions) 
5. oe $ 2.6 6.4% 
Other Gov’ts __._________ 0.3 0.7 
— Bee 27.4 67 
Pe. eOGkS) 2.9 7.2 
Common Stocks _.___ 0 0 
nes .... ES 16.6 
NRO eR RS eee 0.9 24 
PNR oe $40.9 100.0 


BOND FUNDS 
(Dollar Figures in Millions) 





RS $ 5.3 20 % 
Goner Gov ta 11.6 42 
Corp. Bonds 10.2 37 
Pfd; Stecks 0 0 
Common Stocks ____ 0 0 
RI oil since 0 0 
eee 0.3 1 
ee ao are os $27.5 100.0 








FAVORITE FIFTY+ COMMON STOCKS 
in 245 Common Trust Funds 


(as of beginning of year) 


No. Funds 
Rank Holding 
"58 °57 (58) 
1 2 General Motors 184 \ 
2 1 General Electric —. 182 
3: 3 Standard Gi CN: 2.) 181 
4 5  E. I. du Pont 161 


Christiana Sec. 17 __...... 178 


S60 Bien, Carmige 22. 173 
6 4 American Tel. & Tel. _.. 170 
a. a ee 154 
8 11 Socony Mobil Oil 131 
9 8 Phillips Petroleum _...... 128 
10 10 Nat'l Dairy Products — 123 
11 9 Sears Roebuck 119 
12 14 Kennecott Copper — 111 
13 13 American Cyanamid _ 110 
oe 3..% Peay . 108 
is 15 ‘General Poeds: 108 
16 19 First Nat. City Bk., N. Y. —.. 104 
7 316 ‘Standard Oil (ind.) — 98 
18 20 Commonwealth Edison _...... 94 
1922 “Nations! tead) 89 
20 17 Standard Oil (Cal.) —.___ 88 
21 21 # Johns-Manville —_ 87 
22 18 Amer. Gas & Elect. _......... 86 
Zo. 26 Amencon Gan... && 
24 25 # Westinghouse Elect... 7 
ee -. We 
23.33 Continental Can... 74 
27 26 International Harvester __ 72 
28 28 International Paper _........ 72 
a. = «= eee 72 
30 30 Owens-Illinois Glass 7 
oe van. Seiten ieee. 7 
32 23 Allied Chemical & Dye _.. 65 
so 26) 6«6((CET. inane) 64 
34 35 Dow Chemical 63 
So, ae WS. Dae) oo. 
36 32 Eastman Kodak 62 
ot 634 €6€©=©6(Contmental On 62 
38 * Bethlehem Steel 62 
39 29 Philadelphia Electric 61 
40 37 Pacific Gas & Elect. 60 
41 38 Guaranty Trust Co., N. Y. 58 
42 47 Southern Calif. Edison 58 
43 43 Cleveland Elect. [llum. 57 
44 48 Virginia Elect. & Pwr. 7 
45 40 Pittsburgh Plate Glass 56 
46 44 Corn Products Refining ___. 54 
47 49 American Home Products _.. 54 
48 * Chase Manhattan Bank __... 53 
oS ~*~ ‘fend Sea... 53 
50 50  Insur. Co. of No. Amer. __.. 52 
ol 6=36* ©@6©=—s Continental Insur. — oe 
*Newly added, replacing Monsanto Chemical, 


Union Pacific, Niagara Mohawk Power and She'!! 
Oil. 


+There is a tie for 50th place. 
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COMMON STOCKS IN COMMON TRUST FUNDS 


(Figures represent number of funds holding) 


Drucs, Foop, Tospacco 









Abbott Laboratories —_ 19 
Allied NE oa aca 2 
Amer. Bakeries —._._____.. 3 
Mee; “NONE snes 17 
Amer. Home Products __..... 50 
| Re 2 
Amer. Tobacco _..... .......... 48 
Archer-Daniels-Midland ___... 3 
Beatrice Foods —.......... 10 
Beech-Nut Life Savers ____.. 6 
Best Foods __............ La. 4 
ONE gies Oe ae a 
Se. J. Breech & Sons —..... 1 
Praw-ases .. 0 
Campbell Soup —__..._____ 8 
Carnation -_........ 3 
I 12 
Colgate-Palmolive __.. Cy | 
Continental Baking — 1 
Corn Products Refining 53 
Foremost Dairies —............. 1 
General Foods ___._... 101 
General Mile. 31 
Great Western Sugar <n & 
SS ae 
Hershey Chocolate —______. a 
Horn & Hardart __.-._._. ee 
SS ey 
Johnson & Johnson __... 2 
Meet gonuson —...................... § 
RN a a — 
SS ee Aone ~ | 
Liggett & Myers _........_......... 14 
_ ~Sae a 
P. Lorillard Pee! Jon ae 
McKesson & Robbins _..........._ 8 
| SS ee 26 
National Biscuit —_- cicecus’ aD 
National Dairy Products ___.119 


National Distillers & Chem. 3 


Dens See HH. § 
Norwich Pharmacal _ eax? a 
Parke, Davis aa ee CaM 
Penick & Ford - bee 5 
_ eee a. 
Chas. Pfizer ___. piceciassraass nce 
Philip Morris _ Sl heat 3 
finury Mik —......... 9 
Procter & Gamble —-.... 35 
ee 
R. J. Reynolds Tobacco | 
Savannah Sugar Refining _. 1 
Schenley Industries _..........._ 1 
Schering Corp. ——~ ..— 0 
er a ea 4 
Smith, Kline & French _...... 1 
Standard Brands —._......... 2 
Sterling Drug —.............. 48 
Sunshine Biscuits —-._.. sic 
UC I a on 22 
unhes Dest... £ 
United Fruit —_. SES ae 31 
Warner-Lambert Pharm. _... 1 
Wesson Oil & Snowdrift _... 1 
nn: Bei, 22... 


FINANCIAL & INSURANCE 


Aetna Casualty & Sur. -........ 2 
ER Se area 11 


1956 1957 
1956 1957 Aetna Life Ins. —.......... 6 7 
Alexander & Baldwin _..... 1 1 
I. Rs Sic ccicnea oa: 13 
ee ea rene 0 1 
Amer. Trust, San Francisco 2 3 
Associates Investment _______. 11 
Bank of Amer. — 13 
Bank of California —___---....... 2 
Bank of Mawel... 1 
Bank of New York _ 1 
Bankers Trust —............ é 36 
Beneficial Finance cies 10 
Bishop Nat. Bank-Hawaii _.. 1 1 
Boston Insurance ___--..... 2 1 
California Bank, Los Angeles 4 4 
Camden Fire Ins. Assn. __. 0 1 
Castic & Cooke: 1 1 
Chase Manhattan ______. . 46 53 
Chemical Corn Exchange __.. 14 14 
Christiana Securities -____.... 13 17 
C.LS.. Pinesaetel: ...... i 64 
C. & S. Nat. Bk.—Savannah 4 4 
Commercial Credit —.......... 38 43 
Conn. Gen. Life Ins. ______. 3 3 
Consol. Invest. Trust 1 0 
Continental Assurance 1 2 
Continental Casualty — 5 5 
Cont’l. Ill. Nat. Bk. & Tr. _.. 32 31 
Continental Ins... ......... 42 52 
Crocker-Anglo Nat. Bk. - 6 7 
Crum & Forster ___... 1 1 
Dun & Bradstreet ____. = 1 1 
Employers Group Assoc. - 1 1 
Employers Reinsurance - 1 0 
Family Finance _._.... 1 1 
Federal Insurance —___... 4 q 
Fidelity & Deposit, Md. 2 2 
Fidelity-Phenix Fire Ins. . 24 
Fidelity-Philadelphia Trust _ 2 2 
Fidelity Trust—Pitts. .- 1 1 
Fire Ass’n. of Phila. —_._. 14 s 
Fireman’s Fund Ins. S 32 26 
First Am. N. Bk., Nashville 1 1 
First City N. Bk., Houston 1 1 
First & Merchants N. Bk., 
a caeaceeeas 1 
First Nat. Bk., Atlanta ___ 1 1 
First Nat. Bk., Baltimore - 0 1 
First Nat. Bk., Boston _..... 35 35 
First Nat. Bk., Chicago 3 4 
First Nat. Bk., Dallas 3 2 
First Nat. Bk., Memphis 1 1 
First Nat. Bk., St. Louis 3 3 
First Nat. City Bk., N. Y. _.. 93 104 
First N. T. & S. B., San Diego 1 1 
First Penna. Banking & Tr. 10 12 
Girard Tr. Corn Exchange .. 7 5 
Gien Pam ins. ............... . 4 2 
Great American Ins. __.._..... 14 15 
zreat-West Life Assurance . 0 1 
Guaranty Trust, N. Y. —...... 60 58 
Hanover Bank —.—............. 10 11 
Hanover Fire Ins. —_— 0 1 
Harris Tr. & Sav. Bk. _. 2 2 
Hartford Fire Ins. __............. 18 19 
Hartford Steam Boiler Insp. 1 0 
Home Insurance ..................... 16 21 
Household Finance __.. 10 
Industrial Acceptance 2 
Ins. Co. of N. America 52 
immsg Treat, A. %. —- 13 


21 
2 
4 

20 

54 
1 

37 
3 

11 
6 
3 

44 
1 
1 
9 
3 

13 
9 
0 

54 


0 
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1956 1957 


Lawyers Title Ins. -............_ 
Lehman Corp. —. 
EAte tna: Co. of Va... 
Lincoln Nat. Life Ins. —__.. 
Maine Bonding & Casualty _ 
ee eee ee eee 
Mfrs. Nat. Bank, Detroit ___ 
Manufacturers Trust, N. Y.. 
Marine Midland Corp. —.......... 
Maryland Casualty _............ 
Mellon Nat. Bk. & Tr. 
Mercantile Trust, St. Louis — 
J. P. Morgan 
N. B. of Commerce, Housto 
Nat. Bk. of Detroit —........ 
Nat. City Bk. of Cleveland 
Nat. Fire Ins., Hartford __ 
Nat. Shawmut Bk. _._..._... 
Nat. Union Fire Ins. 
Nationwide Securities —.. 
New Hampshire Fire Ins. _.. 
ee oe | eee 
North River Ins. —..._..__. 
Northern Ins. Co. of N. Y. 
Northwestern Nat. Ins. —_. 
| Rane Sane eee 
Peoples First N. Bk., Pitts. 
Phila. Nat. Bk. - es 

Phoenix Ins. 
Piedmont Life Ins. _ 
Provident Tradesmens Bk. 

Reliance Ins. __. 

Republic Nat. Bk., 
BR TUNIS cccincihcctasiintentencn 
St. Paul Fire & Marine Ins. 

Seattle-First Nat. Bk. 

Security-First Nat. Bk., L.A. 1 
Smith Investment . cis 
Springfield Fire & Marine _.. 
Transamerica __............... 

Travelers Ins. si 
Tri-Continental __. ream 
U. S. Fidelity & Guarantee — 
ee i” Eee 
U. S. Nat. Bk., Portland —_ 
U. &. Trust, NM. Y. a 
Wells Fargo Bk., S. F. —..... 
Westchester Fire Ins. 


-_ 
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Dallas __ 


—_ 
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_— 


INDUSTRIAL 


Addressograph-Multigraph — 22 











Air Reduction _ a a 
Allied Chem. & Dye _............ 78 
Allis-Chalmers = ___._.........-.-..... 37 
Alpha Portland Cement _.....__ 2 
Amer. Agri. Chem. —............ 1 
Amer. Brake Shoe 7 
pe eC TE. 
Amer. Chain & Cable __.. ae 
Amer. Cyanamid a 
Amer. Machine & Foundry — 1 
pO eS Ee 
Amer. Potash & Chem. —_... 3 
Amer. Rad. & St. San. —........ 19 
Amer. Viscose ——.......... 13 
Anchor Hocking Glass - a 
Anderson, Clayton _.-......... 1 
Armstrong Cork _-..-. 38 
pT | ne ee 7 
Babcock & Wilcox 1 
Bendix Aviation —_-............... 16 
J aa 1 
Boeing Airplane —__...... 3 


—s - 
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18 
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1956 1957 
Borg-Warner. <0... 8 34 
Briggs & Stratton — 0 1 
OU TOO nostic 3 3 
Bucyrus-Erie —.............. 1 1 
Burlington Industries ae yA 
SE SRT AES PEPE F 8 14 
i eS a 4 3 
Carborundum _ 6 6 
eee ne eee | 8 
Caterpillar Tractor _............. 42 45 
Celanese ee ER ee 3 
Chain Belt isiainianinn 1 1 
Champion Paper & Fibre —__ 1 Zz 
Chance Vought Aircraft —.... 1 0 
Chesapeake Corp., Virginia 1 2 
Chicago Pneumatic Tool _..... 1 3 
i 10 6 
Cincinnati Milling Mach. —_. ' 0 2 
Chtlt, Fat i... 2 4 
Columbian Carbon ‘455 3 
Combustion Engineering —... 1 1 
Consol. Electrodynamics —... 0 1 
Container __. cacis souacaienienmnatoce 16 
Continental Can _........_...._... 62 74 
Continental Gin eceniak 1 1 
Corning Glass Works _......... 27 32 
RIN Siricmabrcnninnibarihtininceemniadimii a 1 
Crown Zellerbach 45 
Cutler-Hammer —____. 5 
eee 1 
ESR eee an tat «AEE INE 22 
Diamond Alkali — 5 
Diamond Gardner __. salinities 6 
I i iciititcnsssctinesinmininsticctanesbets 1 
BRINN oiscinrinininssicrotcstmicincbecpsaltiile 1 
Dobeckmun -__..... 1 
Douglas Aircraft ............... 0 3 
Dow Chemical —.—________.. .62 63 
Dravo _ inimical ‘sci dae +1 
Dresser Industries __.. ee 6 
du Pont siastsesiesititensinaitianntictumiigessse . Aa 
Eesgie-Fickker 1 1 
Eastman Kodak —...._._.... 68 62 
ee 10 12 
Ekeco Products -_... ee 4 
| eer 1 
Endicott Johnson —____. 2 1 
Ex-Cell-O Hisiisiibclickcaniad-natedaeumiand Same 3 
Federal-Mogul-Bower —__..... ce 3 
Fibreboard Paper Prod. —__. 0 1 
Filtrol a ae 0 
Firestone Tire & Rubber ___ 35 36 
J eS ee 2 
Food Mach. & Chem. _....... 22 17 
ie EER ae 1 
| CC 32 
Fruehauf Trailer —.............._ 1 2 
Gardner-Denver —........-.__»_ 1 1 
General Controls — 3 3 
General Electric 182 
General Motors —________. 172 184 
General Portland Cement _. 9 10 
a re 9 
General Tire & Rubber —__ 1 2 
fe 1 
i | eee ee 7 
P.. Ts. GRR ccs 2 1 
CIE ib etgcecticn cinnmeentior ae 4 
SF yee 38 44 
Goodyear Tire & Rubber __.. 39 46 
Gould-National Batteries __. 2 3 
W. R. Grace _... Ser eS 3 
Great Northern Paper _. 4 2 
SIE vistas. winccatscchniedignaditlp 0 1 
| RS RRR, SEEPS SROE 0 1 
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1956 1957 





















Hammermill Paper —-........ 1 
Harbison-Walker Refract. _.. 10 
Harshaw Chemical _______.. 1 
Hart, Schaffner & Marx —.... 1 
Haughton Elevator -............. 1 
NS EEE eee een 1 
Hercules Powder -... paso Sn 33 
Hevi Duty Electric _. 1 
Hooker Electro-chem. 18 
Hoskins Mfg. —. 1 
Ideal Cement _--....- 4 
Industrial Rayon . ae 
Ingersoll-Rand _..- eh 
International Bus. Mach. -.... 30 
International Harvester ____.. 74 
int. Min. & Chem. —____.... 4 
International Paper -_. . 68 
International Salt _. 8 
International Shoe _.. 5 
International Silver __... 1 
I.T.E. Circuit Breaker 1 
Johns-Manville _.. 84 
Johnson Service -.................... 0 
Joy Mfg. 2 
Kaiser Alum. & Chem. ___... 2 
Kimberly-Clark _.. 15 
SOS eee 1 
Lehigh Portland Cement __.. 6 
Libbey-Owens-Ford Glass -.... 33 


Lily-Tulip Cup 
Link-Belt 
Liquid Carbonie -..:.-............ 
Locke Steel Chain 
Lockheed Aircraft 
Lone Star Cement _.. 
McGraw Edison 
Magnavox 
P. R. Mallory 
Marathon 
Masonite 
Master Electric 
ONS Sea Se eee 
Melville Shoe 





1 
1 
3 
5 
Mesta Machine __... = £ 
Minn.-Honeywell Regulator . 44 
Minn. & Ont. Paper —......... 2 
Monsanto Chem. __............... 60 
Motorola ee 
Muever Brass ——...._____._ 0 
National Aluminate = 1 
Nat. Cash Register —........ 34 
Nat. Cylinder Gas 1 
National Gypsum 6 
National Standard _. 1 
National Supply —-.............. 0 
Nopco Chemical __--.. 2 
North Amer. Aviation - 3 
Olin Mathieson Chem. _.... 15 
Otis Elevator —.............- a ae 
Outboard Marine —___. oe 
Owens-Corning F iberglas 
Owens-Illinois Glass _. 
Oxford Paper Pear 
Pacific Clay Products 
Penn-Dixie Cement 
Pennsalt Chemicals 
Penna. Glass Sand 
Pepperell Mfg. 
Philco 
Philips’ 
Gloeilampenfabrieken 
Pitney-Bowes __. 
Pittsburgh Coke & Chem. 
Pittsburgh Plate Glass 
Polaroid _ pica 
Potash Co. of Amer. " 
| CREAR 
Radio Corp. of Amer. 
Raybestos-Manhattan 
Rayonier __...... 
Ray-O-Vac 
Reliance Elec. & ‘Eng. 
Riegel Paper —... 
Robertshaw-Fulton 
H. H. Robertson 
Rohm & Haas 
Royal McBee 
Ruberoid - 
St. Regis Paper 
Safway Steel Products 
Sagamo Electric 
Scott Paper ——..—- S 
Sherwin-Williams —-........ 31 
Singer Mfg. 
A. O. Smith 
Spencer Chemical _. 
Sperry Rand 
Sprague Elec. 
Square D 


aS 
~ oO 


_ 
KenNoO RFK S&S 


on 


_ 
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Standard Pressed Steel _....... 0 
EES OO 3 
Stauffer-Chem. -.......__..... 2 
Sunbeam 1 
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1956 1957 
Sutherland Paper —__......... 2 3 
Sylvania Elec. Products —.... 12 10 


Tecumseh Products 4 2 2 











Tennessee Corp. —_-.. a 3 
Texas Gulf Sulphur 2 ST 3 
Thompson Products -..-.-...... 15 15 
Timken Roller Bearing --... 4 4 
Torrington 2 1 
Trane .. .. 4 3 
Union Bag-Camp Paper ag oat 23 «24 
Unies Carbide 168 173 


United Aircraft - 
United Carbon 










3 
United Eng. & Foundry —... 1 1 
United Merchants & Mfg. _.. 4 4 
United Shoe Mach. -~_............ 6 3 
oe eee ee eae 53 63 
U. S. Pipe & Foundry _.... 6 5 
U. &. Playing Cara —.._____... 1 1 
U..8. Pipweed —__..... 4 3 
UR SS eee 8 5 
i es eee 1 1 

3 


Vick Chemical 








Victor Chemical _. 7 4 
Wagner Electric 1 1 
West Va. Pulp & Paper ___.. 14 12 
Western Auto Supply —----.... 1 0 
Westinghouse Electric -_._.. 75 78 
Weyerhaeuser Timber —........ 7 8 
Weaweee! 8... 0 1 
Worthington —__-....... : 1 2 
Yale & Towne .-....- 2 3 
a. 3: Younes 1 1 
ian i .. ... 1 0 


MERCHANDISING & MISCELLANEOUS 








ee ONS 5 13 14 
Amer. Stores - 8 7 
Associated Dry Goods — ener 1 1 
Avene Predacs tt 68 1 
hase th. —..__.. poet ae 1 
Lane Bryant _........ Rite ae 9 


Columbia Broadcasting - 

Edison Bros. Stores —...-.- 1 
Emporium Capwell __-_. 
Federated Dept. Stores _. 
First National Stores 
Grand Union 





_ 

= 00 

te ow 
OTe KH WN NNN KE 


Ww. 2. Grant —.._. a A 1 
Great Atlantic & Pac. “Tea. a 
m2 Grew 5 
ES ee ee eee 1 
IN 1 
ES SE ae ETE ee 5 
S. H. Kress ae 
Kroger - 29 
Lane Bryant 1 0 
McCrory Stores 1 1 
McGraw Hill 0 1 
Marshall Field 4 
May Dept. Stores 4 43 


Mercantile Stores 
Montgomery Ward 

G. C. Murphy _... 

J. J. Newherry —...... 
Oahu Rwy. & Land - 
Paramount Pictures 
J.C. Penney ...... 
Red Owl Stores - 


a 


_ 
_ 
le ee 


” 


Safeway Stores - 11 
Sears, Roebuck 124 119 
Storer Broadcasting 1 1 
Strawbridge & Clothier 1 1 
Time 1 1 
Winn-Dixie ‘Stores 1 1 
Ps We Weerwortn 47 37 


PETROLEUM, Mininc & METALS 











Allegheny Ludlum Steel _.. 8 7 
Ajuminsom, Tid. ............... 16 19 
Aluminum Co. of Amer. __.. 39 50 
Amerada Petroluem _....... 10 12 
Amer. Smelt. & Refin. —.... 19 31 
pS Os 4 4 
I 21 26 
Atlantic Refining a 
Bethlehem Steel 40 62 
et eS ee ee 1 1 
Champlin Oil & Refin. —_... 1 0 
Cities Service — 4 5 
Climax Molybdenum 6 6 
Consol. Mining & Smelting . 1 1 
Continental Oil 62 62 
Freeport Sulphur __.-.-.... 3 6 
Gulf Oil 73 4676 
Halliburton Oil Well Cem. — 14 17 
S| SS 2 2 
ee I ee 1 0 
Hudson Bay Min. & Smelt. 1 1 
Humble Oil & Refin, _...___. 1 0 
Dee eee 44 53 
International Nickel — 11 14 









































1956 1957 
Island Creek Coal -............... 3 3 
Jones & Laughlin Steel ___ 1 0 
Kennecott Copper —-..... 104 111 
Kern County Land -_........... 1 1 
Louisiana Land & Explor. .. 4 4 
Minn. Min. & Mie. —........... 21 31 
Mission Corp. 0 
National Lead __. 89 
National Steel 42 
Newmont Mining — 5 7 
New Jersey Zine -................ 3 2 
Ohio Oil _.. 32 = 3 
re 360-336 
Phillips Petroleum _..._......135 128 
Pittsburgh Consol. Coal - 4 4 
Pure Oil - 10 | 
mepunue Steel 5 8 
Revere Copper & Brass __._... 0 1 
Reynolds Metals _ 2 3 
Co | 2 1 
Royal Dutch Petroleum .- 2 8: 
St. doseph Lead 6 2 
Schlumberger Well Survey — 1 1 
emmenre GO 1 1 
Shamrock Oil & Gas - 2 ie 1 
CT hs 51 50 
INS ON ee 38 847 
Skelly Oil 1 1 
Socony Mobil Oil 118 131 
Southland Royalty _......_... 1 1 
Standard Oil—California ___.. 94 88 
Standard Oil—Indiana ____.. 100 «98 
Standard Oil—Kentucky __. 5 2 
Standard Oil—New Jersey _171 181 
Standard Oil—Ohio —__...... a . 
Stonega Coke & Coal _......._.. 0 1 
Sunray Mid-Continent Oil _. 2 3 
ee Fe ee Re 150 154 
Texas Pacific Coal & Oil __.. 2 2 
Union Oil 14 
U. S. Steel - 72 
Vanadium ; Q 1 
Virginia Coal & Iron ___._..... 0 1 
Woodward Iron __- 2 2 
Youngstown Sheet & Tube a, ae 3 
Pusiic UTILiries 
PA | 2 
Amer. Gas & Elec. ite aE > a, 94 86 
Amer. Nat. Gas __...__.. nies ee 33 
Amer. Tel. & Tel. ......-..171 1970 
Arizona Pub. Serv. __.......... 1 3 
Arkansas-Louisiana Gas _<. 1 5 
Atlantic City Elec. +22 6 4 
Baltimore Gas & Elec. _.... 45 43 
Bosten Edison . 20 16 
Brooklyn Union Gas _.......... 1 2 
Carolina Pwr. @ it. ....... 25 22 
Carolina Tel. & Tel. - eee ae 3 
Central Illinois Lt. 5 8 
Central Illinois Pub. Serv. , 7 9 
Central Maine Pwr. _......... 0 1 
Central & Southwest _...... 40 48. 
Cincinnati Gas & Elec. __.... 39 38 
Cincinnati & Sub. Bell Tel. . 2 2 
Cleve. Elec. Illuminating _. 54 57 
Colorado Interstate Gas __.. 5 5 
Columbia Gas System inks ae 15 
Columbus & So. Ohio Elec. — 6 7 
Commonwealth Edison _........ 86 94 
Commonwealth Nat. Gas _... 3 2 
Community Public Serv. _... 1 1 
Com. it. & Pwr... 7 6 
Consolidated Edison ___.... 34 40 
Consol. Nat. Gas _........ 43 48 
Consumers Power _............ 48 44 
Dayton Pwr. & Lt. _........ 31 28 
Delaware Pwr. & Lt. _......... 16 17 
Detroit Edison 15 
Duke Pwr... 6 
Duquesne Lt. 41 
Eastern Gas & Fuel 
Se 0 1 
El Paso Natural Gas 8 14 
Eequitahic Gas... 10 11 
Florida Pwr. —.— Eh. ae 8 
Florida Pwr. & Lt. 11 15 
| ee eee 1 1 
General Public Utilities 32 = 3i 
General Telephone —_....... 10 
Gulf Interstate Gas _ 1 
Gulf States Utilities - 31 
Hackensack Water __......__... 1 
Hartford Elec. Lt. 2 
Hawaiian Electric __ 1 
Hawaiian Telephone 1 1 
Houston Lighting & Pwr. _.. 32 36 
Idaho Power 15 
Illinois Power 38 
Indianapolis Pwr. & Lt. —.... is. 
a” ee 1 2 
Interstate Power —..._._____ 5 4 
TIowa-Illinois Gas & Elec. __... 7 8 















1956 
wun Per. 6 Ts, 8 
Kansas City Pwr. & Lt. _...... 17 
Kansas Gas & Elec. ____. 3 
Kansas Pwr. & Lt. _ 6 
Kentucky Utilities __ 1 
Laclede Gas -_.......... 0 
Lone Star Gas __-.... ~ % 
Long Island Ltg. 3 
Louisville Gas & Elec. __.... 6 
Madison Gas & Elec. .......... 2 
Middle South Utilities _.. 39 
Minneapolis Gas 1 
Minn. Pwr. & Lt. _. 1 
Miss. River Fuel 6 
Montana Power 6 
National Fuel Gas —... 6 
New England Elec. System a 
New England Tel. & Tel. _. 3 
N. Y. State Elec. & Gas __.. 27 
Niagara Mohawk Pwr. -.____. 55 
Northern Illinois Gas —.. 11 
Northern Indiana Pub. Serv. 1 


Northern Nat. Gas _. 
Northern States Pwr. _ 
One Basen —__....._. 
Oklahoma Gas & Elec. 
Oklahoma Nat. Gas _.............. 
Pacific Gas & Elec. __ 
Pacific Lighting —.... 
Pacific Tel. & Tel. 
Peninsular Tel. 
Penn. Pwr. & r'? bane ips 
Peoples Gas Light & Coke pa 
3 
Pioneer Nat. Gas __.........._... 
Portland General Elec. _.__.. 
Potomac Elec. Pwr. __.......... 
Public Serv. Elec. & Gas __.. 
Public Serv.—Colorado - 


Public Serv.—Indiana _...__. $ 


Public Serv.—N. H. _._... 
Public Serv.—New Mexico - 
Puget Sound Pwr. & Lt. __... 
Rochester Gas & Elec. 
San Diego Gas & Elec. _....... 
Savannah Elec. & Pwr. __. 
South Carolina Elec. & Gas _ 
South Jersey Gas -__................. 
Southern Co. ___ a 
Southern California ‘Edison - 
Southern Colorado Pwr. __. 
Southern Natural Gas _._. 
Southern New England Tel. 
Southern Union Gas __..... 
Southwestern Pub. Serv. _.... 
Stamford Water —__.......__. 
m~emeee. Tee. 
Texas Utilities __. 
Union Electric (Mo.) 
United Gas _.... 
United Gas Improvement . 
United Illuminating 
Utah Power & Light 
Virginia Elec. & Pwr. ___.. 
Washington Gas Lt. Le 
Washington Water Pwr. - 
West Penn Elec. ries 
Western Mass. Companies 
Wisconsin Elec. Pwr. _.... 
Wisconsin Publie Serv. _. 


TRANSPORTATION 


Amer. Airlines 
Atch., Top. & Santa Fe 
Atlantic Coast Line 
Buckeye Pipe Line ______ 
Carolina, Clinchfield & Ohio 
Chesapeake & Ohio __..__. 
Denver Rio Grande Western 


Gen. Amer. Transportation _ : 


Great Northern 
Illinois Central — 
Kansas City Southern __.. 
Louisville & Nashville 


N. Y., Chic. & St. Louis _... 


Norfolk & Western 
Northern Pacific 
Panhandle Eastern Pipe Line 
Piedmont & Northern 
Reading 
Rick... Pred. & Pot... -. 
Seaboard Air Line _....... 
Southern Pacific Rway ____. 
Southern Rwy __.... 
Tennessee Gas Trans. es. 
Texas Eastern Trans. ______... 
Transcontinental Gas Pipe — 
Union Pacitic 
Union Tank Car _. 
United Air Lines 
United N. J.-R.R. & Canal _ 
Virginian 
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POWER EQUIPMENT DIVISION 


Wennneneieins ARRAN SORDID 


GENERAL PRODUCTS DIVISION 


NUCLEAR POWER DIVISION 


MANUFACTURING PLANTS 





ALLIS-CHALMERS INTERNATIONAL 


CONSTRUCTION MACHINERY DIVISION 


ALLIS-CHALMERS HIGHLIGHTS 








os , 3 Sales ANG OMIEr INCOME... v.a<cccccccccescanes $537,191,443 | $551,592,589 
Beardstown, Illinois Pittsburgh, Pennsylvania 
Recten, Miabesanetic Springfield, Illinois DE SEEN oS Nda a Addo aN enseewReansrenaee 28,489,381 33,822,287 
Cedar Rapids, lowa Terre Haute, Indiana AMEN. 22% ahaa Kees cn Aesabenkousepcnesans 17,819,251 20,355,045 
Gadsden, Alabama West Allis, Wisconsin vee : 
seetichin, eed Section, eaane Earnings per Share of Common Stock... v.00 z11 2.42 
Independence, Missouri Lachine, Quebec, Canada Dividends Paid per Share of Common Stock..... 2.00 2.00 
La Crosse, Wisconsin Newcastle, Australia Shares Outstanding 
a a ean icin IR sanccecovncasnonseninuacs 103,635 122,899 
Oxnard, California Mexico, D. F., Mexico CO gia iN nn oeaus cans eaceeenen 8,214,281 8,141,435 
Dividends Paid 
PTT MEO CR is k's onda cs eawanedeawnaen 465,598 635,857 
Co 6 osu ons taco diacetate 16,374,763 16,044,658 
for copies of the ' Share Owners’ Investment in the Business 
A nn ual Report wrate — Preferred Ig Sr Ge ee ae e a 10,363,500 12,289,900 
er I 5 ind end es cid ene saweeee 162,055,251 159,852,403 
peo Earnings retained. ............secceesceess 125,108,613 | 124,129,723 
Manufacturing Co. 
Shareholder Relations Dept. Total share owners’ investment.......... 297,527,364 296,272,026 
1141 S. 70th St., geo | Book Value per Share of Common Stock....... 34.96 34.88 
Milwaukee 1, Wis. | WAS CORON oso Ss vo caweapasneaysaowee’s 257,661,251 267,495,462 
1 Ratio of Current Assets to Current Liabilities.... 4.07 to 1 3.13 to 1 
| Number of Share Owners 
ee PRIA RIOR. wise bakdetekee dave sinus 655 699 
COMMDR SIGDK: 4 Sick ac dewsceee oe sane 56,071 47,449 
ALLIS-CHALMERS.  ....,..,.; 
Number of employes ......<...6..0sc0see int 35,799 38,803 
(AC) Weg <5 sc crovaccbcicscueticcanenne 187,590,363 | 194,140,323 
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ECONOMIC READJUSTMENT - TRUST INVESTMENT 


Dormant Inflation. Forces Suggest Equity Retention 


DR. MARCUS NADLER 


Professor of Finance, New York University 


ie PRICES OF EQUITIES WERE RIS- 
ing sharply and bond prices and 
the purchasing power of the dollar were 
declining, advocates of the purchasing 
power criterion gained ground rapidly. 
Some trust officers, and particularly co- 
trustees, advocated that an estate be in- 
vested almost entirely in equities. Even 
some conservative trust officers were 
satisfied to hold as much as 60%, and 
often more, in common stocks. So long 
as equity prices were rising, the advo- 
cates of this policy felt entirely justified, 
and the beneficiaries — both life tenants 
and remaindermen — approved. 


The recent downturn in equity prices 
and the rise in bond prices, as well as 
the relative stability of commodity 
prices have, however, created doubts in 
the minds of many persons as to such a 
policy. Many beneficiaries have become 
quite concerned; and the entire prob- 
lem, which by mid-1957 seemed to have 
been settled forever in favor of equities, 
is again the center of discussion. The 
uncertain economic outlook, the squeeze 
on profits, and the downturn in interest 
rates have raised these questions: 


1. Has the necessity of protecting 
purchasing power disappeared because 
of relative stability of the price level? 
If that is the case, then the problem 
is largely solved, and keeping the 
principal intact will become the chief 
problem. 

2. If not, if the danger of infla- 
tion and a continued decline in pur- 
chasing power of the dollar still exists, 
what course should a trust company 
follow, particularly in periods of de- 
clining equity prices? 

3. Is the present downtrend in in- 
terest rates cyclical or secular? If 
part of a long range trend, then the 
proper policy is acquisition of long 
term, high grade bonds now. On the 
other hand, if the downtrend is only 
cyclical, it raises the question of how 
to obtain protection against another 
depreciation in the bond portfolio. 


The Situation 


It is evident that the great investment 


From address before 
Conference, 
1958. 


39th Mid-Winter Trust 
American Bankers Assn., Feb. 11, 
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boom of 1956-57 has come to an end. 
Productive capacity is greater than pres- 
ent effective demand for goods. Compe- 
tition is keen, there is a strong squeeze 
on the margin of profits, and the eco- 
nomic climate has changed from opti- 
mism to pessimism. These factors do not 
augur well for expanded capital expen- 
ditures. It may therefore be concluded 
that capital outlays throughout 1958 will 
continue to decrease. 

The economy is in the midst of a 
downward readjustment, as evidenced by 
increased unemployment. In December 
it amounted to 3.4-million, or 5% of the 
civilian labor force. Overtime payment 
has virtually disappeared and jobs are 
not as easily obtainable. Inventories are 
being reduced, and exports in 1958 are 
bound to be smaller than a year ago. 
Industrial productivity is, however, con- 
tinuing to rise; and there is a good pos- 
sibility that in the immediate future it 
will increase more than the rise in 
money wages which may take place in 
1958 despite the decline in business ac- 
tivity. As a result of these developments, 
wholesale prices have tended to level out. 
In mid-January the index stood at 118.7 
(1947-49 = 100) as compared with 117.4 
in June 1957 and 116.9 in January 1957. 
The rise in the consumer index in 1957 
(3.4%) was considerably larger, but 
since midyear the increase has slowed 
up. 

The main question is: How far will 
the present readjustment go and how 
long will it last? In many respects, the 
situation today is more serious than in 
1948 or in 1953. The pent-up demand 
for housing and durable goods which 
existed in 1948 and to a lesser extent in 
1953 has largely disappeared. Private in- 
debtedness has increased materially dur- 
ing the past few years, and the economic 
comeback of the free world has been re- 
markable indeed. International competi- 
tion is keen and in all probability will 
increase. 

As against these factors, it must be 
noted that federal expenditures will con- 
tinue to increase, whereas they declined 
sharply in 1954, Even though the Presi- 


dent forecasts a balanced budget for the 
coming fiscal year, one may take it for 
granted that this will not be the case and 
that deficit financing will prevail during 


the 1958 and 1959 fiscal years. This sit- / 


uation, together with a number of other 
strong forces in the economy, leads to 


the conclusion that by the end of the ' 


year (the exact timing is extremely dif- 
ficult) the readjustment will be over and 
that after a period of relative stability 
the economy will resume its upward 
course and again reach new high levels. 
The above analysis therefore indicates 
that what we are now witnessing is not 
the beginning of a sharp decline in busi- 
ness activity, such as occurred in the 
early °30’s, but one of the periodic re- 
adjustments characteristic of a free econ- 
omy. 


Inflationary Forces 


There is a strong possibility that when 
business activity again turns upward, the 
forces of inflation will renew themselves. 
This conclusion is based mainly on the 
following considerations: 


1. There is a strong inflationary 
bias among workers, farmers, and 
many legislators. Wage demands will 
continue to grow, and a new up- 
swing in business activity will 
strengthen these demands. The esca- 
lator clause contained in many wage 
contracts is in itself inflationary. The 
recent announcement of the new pro- 
posals of the automobile workers un- 
ion is an indication of what the trend 
of labor costs may be in the future. 

2. The farm price support policy 
will continue to exert inflationary 
pressures, Despite the recent recom- 
mendations of President Eisenhower, 
it is highly doubtful whether Con- 
gress will vote any appreciable re- 
duction in support prices. 

3. The Federal Government is al- 
ready operating this year with a 
deficit which will probably grow. So 
long as the aims of the Soviet Union 
remain .unchanged, defense expendi- 
tures are bound to grow. Consequent- 
ly, there is no chance of a material 
reduction in corporate income taxes. 
Similarly, state and local taxes will 
continue to rise. 


In view of these and other factors. 
particularly the steady rise in the cost 
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of services, it is reasonable to conclude 
thai inflationary pressures will continue. 
It is. of course, possible that increase in 
prices of goods and services in the future 
wil! not be as rapid as during the past 
two years. Yet the danger of further de- 
preciation in the purchasing power of 
the dollar still exists, and hence the prob- 
lem of how to protect the purchasing 
of an estate. Inflation can be 
avoided if we have the will to do so but 
as there is no evidence that this will is 
widespread, we must work on the as- 
sumption that inflation, though perhaps 
in a milder form, will continue. 


pow er 


Investment Policy 

The above clearly indicates that al- 
though prices of equities will continue 
to fluctuate materially and periods of 
declining business activity will put a 
squeeze on profits, common stocks have 
a definite place in estate portfolios, large 
or small. In analyzing methods of pro- 
tecting the corpus against depreciation 
through investment in equities, the fol- 
lowing points should be borne in mind: 

1. The American economy is dy- 
namic, especially because of research 
which creates new values and destroys 
old ones. Technological and scientific 
changes will have to be watched more 
carefully than ever before. 

2. Competition is keen and is be- 
coming keener. This means that the 
merger movement, already so pro- 
nounced, will become even more pro- 
nounced. This will give rise to new 


giant corporations which may have an 

important impact on the competitive 

position of well established concerns 
with less aggressive managements. 

Thus, selectivity should be applied not 

only among industry groups but also 

among corporations within an indus- 
iry. 

3. It is not advisable to rely too 
heavily on growth stocks which are 
today selling at a price based not on 
present earnings but rather on possi- 
bilities in the distant future. These 
possibilities may not materialize. 

4. Finally, every portfolio should 
include a reasonable proportion of de- 
fensive securities, such as good public 
utilities and bank shares, 

Aside from selection, the problem of 
protecting an estate by equities involves 
primarily the element of timing — ob- 
viously the most difficult problem, for 
which so far no adequate solution has 
been found. The following rules of thumb 
may be helpful: When the yield on good 
bonds approaches the yield on common 
stock, the time is right to cut back 
equities and increase the percentage of 
bonds. The same procedure should be 
followed when industry is operating at 
full capacity, so that business activity 
can hardly get any better. Such a period 
is usually accompanied by tight money, 
and the Reserve authorities follow a pol- 
icy of active credit restraint, which if 
followed long and persistently will bring 
any boom to an end. 

While these are only general guides, 
they should, if implemented by a study 


of other indices, prove on the whole sat- 
isfactory. It is evident, however, that 
equities will not always be sold at the 
peak nor bonds acquired at the bottom. 
Moreover, such a policy, obviously, is 
possible only where the trust company 
has considerable flexibility and is not 
hamstrung by instructions of co-trustees. 
Where flexibility is not possible, dollar 
averaging is a satisfactory way out. Ex- 
perience has shown that dollar averag- 
ing, particularly when careful thought is 
given to individual issues and groups of 
industries, gives fairly good results in 
the long run. 


Trend of Interest Rates 


The lowering of the discount rate in 
November and other measures taken 
since have brought the period of credit 
restraint to an end; and the money and 
capital markets have reacted according- 
ly. Prices of bonds have risen materially, 
and the end is not yet in sight. This sit- 
uation raises the questions: 1) How long 
will the downtrend in interest rates last? 
2) What is the long term or secular 
trend of rates? If the long term trend is 
down, then the best policy to follow at 
present would be to concentrate on the 
acquisition of long term obligations non- 
callable in the near future in order to 
assure current yield as long as possible. 
If, on the other hand, the long term 
trend of rates is up, then obligations with 
shorter maturity should be acquired and 
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diversification of bonds as to maturity 
becomes more important. 

The present downtrend in rates has 
not yet run its course. The degree of de- 
cline and duration will depend on the 
extent of government intervention; the 
actions of the Federal Reserve; and, 
above all, on the trend of business. If, 
because of national security and other 
reasons. there should be massive inter- 
vention by the government and the 
deficit during the present and the com- 
ing year should be substantially larger 
than envisaged in the Budget Message, 
the decline in rates will not go as far as 
in 1954 and the duration of low money 
rates may be shorter. Aside from this 
consideration, which cannot as yet be 
fully appraised, low rates should prevail 
during the greater part of 1958; and 
there should be a minor rise with an 
improvement of business conditions to- 
ward the end of the year. 


Secular Trend of Interest Rates 


While long range predictions are al- 
ways hazardous, the following conclu- 
sions could reasonably be reached: 


1, Interest rates are not likely to 
decrease to the level which prevailed 
from 1934 up to March 1951, when 
the Treasury-Reserve Accord was 
reached. A return to the policy of peg- 
ging government bonds, unless there 
should be a major emergency, cannot 
now be envisaged. 

2. Since the economy is_ highly 
dynamic and inflationary forces will 
continue to exist, the demand for 
capital in the future is bound to be 
strong. It is fairly certain that de- 
mand for mortgage money in the 
early 1960’s will be greater than ever 


before. Capital expenditures by cor- 
porations are bound to be great, and 
the supply of tax-exempt securities 
will increase as need for public works 
grows. However, savings of the na- 
tion, particularly contractual savings, 
will also be substantial. 

3. The long term trend of rates 
is upward. It is doubtful, however, 
whether long term rates in the dis- 
cernible future will go higher than 
during the summer of 1957. 

If the above is correct, diversification 
of bond maturities would seem to be the 
best policy. As long term rates decrease 
and as we approach the end of the pres- 
ent readjustment, the shorter should the 
maturity of obligations be. Long term 
bonds bought during the period of high 
money rates, unless callable, should be 
kept indefinitely. 


Conclusions 


1. Decline in business activity, in- 
crease in unemployment, and the recent 
leveling out of price indices do not elim- 
inate the danger of further depreciation 
of the dollar. Although indications are 
that, barring unforeseen developments, 
the increase in prices in the near future 
will not be as steep as during the past 
two years, the need to protect purchas- 
ing power of an estate still persists. 

2. In view of constant changes in the 
economy and its dynamic character, a 
highly flexible investment policy is neces- 
sary as regards equities. This involves 
careful selection among groups of in- 
dustries and individual securities;and, 
above all, it involves careful timing. 

3. Whenever bond yields approach or 
surpass the yield on stocks and whenever 
the Reserve authorities pursue a policy 
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of active credit restraint for any lengin 
of time, a reduction in the percenta;e 
of equities and an increase in the pe-- 
centage of bonds is indicated. 

4. While the immediate trend of inter- 
est rates is down, the extent of the de- 
cline and its duration cannot be ap- 
praised with any degree of accuracy 
They will depend on the degree of inter- 
vention of the Federal Reserve auhori- 
ties, the magnitude of the federal deficit. 
the methods adopted to finance the deti- 
cit, and the trend of business activity. 

5. The end of the readjustment will 
be followed by an increased demand for 
credit and capital which will bring the 
decline in interest rates to an end. After 
the readjustment is over and the recov- 
ery well under way, bond prices are 
therefore again likely to decline. 

6. The secular trend of interest rates 
is upward; but unless inflationary forces 
in the future are much more pronounced 
than envisaged at present, interest rates 
— short term as well as long term — in 
the foreseeable future will not surpass 
the peak reached during the summer of 
1957. This would indicate the desirabil- 
ity of following a policy of diversifica- 
tion as regards bond maturities and, as 
the readjustment reaches its end, of 
shortening maturities. 

7. A dynamic and rapidly changing 
economy obviously complicates the work 
of the trust department but it also has 
compensations. It clearly demonstrates 
to laymen how difficult the proper ad- 
ministration of an estate is. Growing 
awareness of this fact is bound to lead 
to a constant increase in the number of 
estates administered by trust companies. 


j’ A A 


A Letter to Build Confidence 


The following letter from Roy F. 
Duke, president of Fidelity Union Trust 
Co., Newark, N. J., was mailed to de- 
positors of the bank early in February. 


“We want to share a frank thought 
with you about the outlook for 1958. 
Some people are talking about it none 
too confidently ... 

As your bankers, we want to speak 
out plainly against such reactions. We 
do not think they are based on a true 
appraisal of our nation’s strength. We 
expect 1958 to be a rewarding year if 
people meet it with realism, energy and 
well-placed confidence. 

We at Fidelity are confident in the 
basic strength of the American economy. 
We are confident in the dynamic cap: ci- 
ties of our people, and in their ability to 
meet and solve current problems as t \ey 
have those of the past. 

We consider that confidence is to:'ay 
both the right and the responsibility of 
all thinking citizens.” 
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By Growth Obsessed 


BALANCE AND PERSPECTIVE TODAY’S NEED 
IN TRUST INVESTMENT POLICY 


BASCOM H. TORRANCE 


Vice President, and Chairman, Trust Investment Committee, 
City Bank Farmers Trust Company, New York City 


AM TAKING AS A TEXT THOSE FAMILIAR 
een which admonish us to have 
regard for “the probable income as well 
as the probable safety of the capital to 
be invested.”! It seems there has been 
some confusion as to the relative empha- 
sis these twin objectives deserve, and 
some uncertainty as to their basic mean- 
ing for trustees. The causes of this con- 
fusion are our concern over inflation 
and our enchantment with growth. 
These, in turn, are by-products of our 
phenomenal boom of the past 15 years 
in business and the stock market. 

By now I think it is recognized as 
one of the most dramatic periods of sus- 
tained economic expansion on record. 
Gross national product has grown from 
around $159-billion to an _ estimated 
$434-billion, corporate earnings from 
close to $9.5-billion a year to above $20- 
billion, dividend payments from about 
$4.25-billion to over $12-billion; and 
the D-J industrial average has claimed 
from around 92 to a record-breaking 
high in 1956 fractionally above 521, a 
good part of this advance coming in the 
last 5 years. 

Unhappily, the purchasing power of 
the dollar has concurrently been in one 
of its periodic declines, so that at the 
moment it stands at one of or perhaps 
the low point for the past 150 years. 
Small wonder then that a record rise in 
stock values and dividends, while the 
value of the dollar was falling, has led 
many investors, especially those whose 
business experience has encompassed 
chiefly the past 15 years, to conclude 
that the obvious protection for purchas- 
ing power, if not the only sensible in- 
vestment program, is the purchase and 
holding of good stocks. 

So obsessed by growth had many in- 
vestors become in recent years that any 
stock which did not sell at a fantastic 








From address before 39th Mid-Winter Trust 
Conference, American Bankers Assn., Feb. 11, 
1958. 


‘Harvard College v. Amory, 9 Pick. 446, 461 


(Mass. 1830). 
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price-earnings ratio, and yield only a 
niggardly current income, had an al- 
most automatic demerit. To some per- 
sons, income, or even an interest in 
income, had become almost a stigma; 
to others, any form of contractual in- 
vestment was “strictly for the birds,” 
a type of thinking which completely ig- 
nores the fact that bonds and stocks 
serve different purposes. 

Hence the confusion between the ob- 
jectives of income and safety. The widow 
with small children comes asking for 
income; she cannot wait 5 years, 10 
years, or perhaps longer, for a low 
yielding stock to build up to a re- 
spectable return. In recent months, with 
our business boom tapering off, and 
with some of the overgrown beanstalks 
of the stock market beginning to droop, 
there has been some return to soberer 
views. Nevertheless, our concern over 
purchasing power, and our enchant- 
ment with growth, still remain. There- 
fore, before we decide to build a whole 
new philosophy of trusteeship, including 
new measurements of performance, 
largely on the record of the past 15 
years, it will be well to take a little 
longer look. 


A Backward Glance 


Since men invented a medium of ex- 
change, there have been fluctuations in 
the value of practically every legal 
tender. The Emperor Augustus under- 
took to control the rates charged by 
money lenders, Tiberius sponsored gov- 
ernment loans to farmers, and_price- 
fixing was tried by Diocletian. In Eliza- 
bethan times, Oxford and Cambridge 
leased their lands in corn rents io 
escape the effect of depreciated money. 
In Revolutionary times in our country, 
with butter at one time above $10 a 
pound, and flour at more than $1,000 a 
barrel, in Continental currency, Massa- 
chusetts actually experimented with a 
tabular standard, paying the Continental 
Army in notes redeemable in stated 


quantities of wool, corn, beef, and shoe 
leather. In the early years of this cen- 
tury, many of you will remember Irving 


Fisher’s commodity dollar; and more ° 


recently there have been proposals for 
issuance of Treasury Savings Bonds re- 
deemable at premiums to compensate 
for a rising cost of living. Gold, com- 
modities, real property, foreign curren- 
cies, stock — all have been resorted to. 
The important point is that no one sure 
or magic method has emerged. Current- 
ly our interest has turned to stocks. 


No Legal Obligation re Purchasing 
Power 


Throughout this long period of fluctu- 
ating money neither law nor custom has 
ever specified or required trustee preser- 
vation of purchasing power, or judged 
his performance in such terms. There is 
no reason to assume that trustees have 
been any less concerned than others over 
loss of purchasing power. On the con- 
trary, the whole history of trusteeship 
is a long record of effort to provide pro- 
tection. From the first century of ihe 
Christian era, when ihe historian Jos- 
ephus was speaking of a trust as a 
“sacred and divine thing,” on down 
through the English common law to 


our statutes and judicial decisions, the , 


object has been to make the trust device 
a refuge for those who sought security. 
Why, then, this absence of legal obliga- 
tion in terms of purchasing power? 

First, there may be an implicit recog: 
nition that the cause and cure, if any. 
of inflation lies outside the trust field, 
in economics and politics, the wasteful: 
ness of war, and in all the factors that 
contribute to the chronically cyclical na- 
ture of our economy. 

Next, there may be the inhibiting ir 
fluence of the injunction against specu: 
lation, and recognition that many at- 
tempts at preserving purchasing powe! 
are by nature speculative. 

But most important is the simple fact 
that no one has yet found a cure oF 
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means of accomplishing the desired re- 
suli 

hesides, there are practical difficul- 
ties. Presumably, purchasing power 
would be measured by the Consumers 
Index of the Cost of Living. Even here, 
with today’s improved index, the in- 
dividual components are not of equal 
importance to everybody. In some 
things a dollar. which is the same dollar 
to everybody, today buys far more than 
in former years. 

Again, for whom do we preserve pur- 
chasing power, the life tenant or the 
remaindermen? The purchasing power 
of the dollar can rise while dollar 
values decline. In 1933, to cite one 
example, with the purchasing power of 
the dollar more than 40% above 1929, 
I do not recall that either remaindermen 
or life tenants came in to tell us how 
happy they were about declining dollar 
values. A 
should 


corollary question, if we 
undertake to give legal 
measurement in purchasing 
power, is whether trustees would get 
credit for rising purchasing power in 
periods when dollar values were actually 
falling. From past experience, I doubt 
it. 

An old criticism of trustees is ihat 


new 
status to 


we think too 
much of preserving principal for ihe 


we buy bonds because 
remaindermen. Apparently this criticism 
must now give away to the charge that 
we do not think enough of the remain- 
dermen because we do not invest with 
sufficient emphasis on appreciation. 
Listening to this criticism, I am sure. 
is that widow with small children, ask- 
ing for current How much 
growth should be the target when we 
cannot predict with any certainty the 
exact date of the termination of a irust 
any more than we can predict the pur- 
chasing power of the dollar at any time? 
Appreciation of principal commensurate 
with a rise in the index of living costs 
does not necessarily mean a correspond- 
ing increase in income. I have actually 
heard complaints, not because of losses, 
but hceause substantial appreciation al- 
ready present in a trust was not sub- 
stantially greater. Are trustees io em- 
bark »pon a competitive race for growth 
in sp-culative ventures? The judgments 
of a long line of cases, the history of 
inves'ment legislation, and the regula- 


income. 


tions of the Federal Reserve Board with 
respe t to advertising the results of com- 
Mon trust funds strongly suggest that 


uld not. 


Moral Obligation 


Th absence of a legal obligation in 
term: of purchasing power leaves the 
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question as to what moral obligation we 
may have, within the limits of the 
means available and the legal frame- 
work which governs us, to do what we 
can. The answer lies partly in the back- 
ground already sketched, partly in our 
views as to the seriousness of the threat, 
and partly in the limitations within 
which we must work. 

For our purposes, what we mean by 
inflation is a significant rise in general 
prices, or more specifically in the cost 
of living, in a given period of time. 
Disagreement does exist, both as to 
whether, and to what extent, we may 
have continued inflation, and also as to 
the probable effects of such inflation as 
we may have. 

In the debate in recent issues of 
the “Harvard Business Review,” Neil 
Jacoby, dean of the Graduate School of 
Business Administration at the Uni- 
versity of California in Los Angeles, 
representing the more orthodox school 
of thought, holds that even a slow or 
“creeping” inflation is harmful, and 
Sumner Slichter of Harvard represents 
a more tolerant view, especially toward 
moderate inflation. Dean G. L. Bach of 
the Graduate School of Industrial Ad- 
ministration at Carnegie Institute of 
Technology. points out that economic 
history is decidedly mixed concerning 
the claims of both schools. 

We might also remember that for ihe 
first time since 1750, we have so far 
escaped the pronounced deflation that 
has heretofore followed inflations gen- 
erated by great wars. We might remem- 
ber, too, that the ultimate reckoning 
after World War I did not come for ien 


years after the end of the war. There is 
some reason for suspecting, ihen, ihat 
we may now be entering the first real 
test in peacetime, if we can call this 
peacetime, that has come to us since 
the innovations of the New Deal and 
the end of World War II. What about 
the effect of increasing productivity, and 
the argument that the present distribu- 
tion of age groups in our population 
presages a sharp increase in the labor 
force in the early 1960’s, a change which 
could reduce the inflationary effect of 
the “cost-push” in wages? 

If we assume that we have conquered 
deflation, taking comfort from the built- 
in stabilizers our economists talk so 
much about; if we can rely upon in- 
creased government responsibility to- 
ward economic affairs, why in view of 
this great victory over deflation, should 
we assume that we cannot be equally 
effective at restraining inflation? If the 
answer takes the defeatist attitude that 
this cannot be done because the price 
of full employment and the defeat of 
deflation is a constantly creeping infla- 
tion which governments, for political 
reasons, will not be willing to restrain 
until it becomes a galloping inflation, 
then is there not all the more reason not 
to expose ourselves recklessly to the 
risk of an ultimate “bust”? 


The Means Available 


For trustees, stocks are about the 
only convenient means ready io hand 
for combating this specter of inflation. 
I have been doing battle in recent years 
for wider acceptance of common stocks 
as an addition io 


our investment 
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) KENNECOTT COPPER 








CORPORATION 


161 East 42d Street, NewYork, N.Y. 
February 21, 1958 


At the meeting of the Board of 
Directors of Kennecott Copper Cor- 
poration held today, a cash dis- 
tribution of $1.50 per share was 
declared, payable on March 24, 
1958, to stockholders of record 
at the close of business on March 
4, 1958. 


PAUL B. JESSUP, Secretary 


Mo Le eee 











Pullman 
Incorporated 


— 386th Dividend — 
92nd Consecutive Year of 
Quarterly Cash Dividends 


A regular quarterly dividend of 
seventy-five cents (75¢) per 
share will be paid on March 14, 
1958, to stockholders of record 
February 28, 1958. 


CHAMP CARRY 


President 
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Public Service Electric 
and Gas Company 


NEWARK.N. J. 














QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 
for the quarter ending March 
31, 1958: 
Class of Dividend 
Stock Per Share 
4.08% Cumulative Preferred . .$1.02 
4.18% Cumulative Preferred .. 1.045 
4.30% Cumulative Preferred .. 1.075 
$1.40 Dividend Preference .. .35 
EN 5.4: 6c n.c)oeci0 -45 


All dividends are payable on or 
before March 31, 1958 to 
stockholders of record March 
3, 1958. 


F. MILTON LUDLOW 
Secretary 
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weapons, and I naturally have some 
views about them. Other speakers will 
perhaps remind you of considerable pe- 
riods when relative trends of stock 
prices and the cost of living were quite 
different from the record of the past 15 
years. | hope they will emphasize that 
there are other and better reasons for 
buying stocks than either the fact or ihe 
fear in inflation, for there is little con- 
vincing proof that rising stock prices 
are necessarily and solely a function of 
the changing value of money. 

The one thought of my own I would 
inject has to do with the very prevalent 
assumption that we need not worry 
about recessions or readjustments be- 
cause of the underlying tidal wave of 
growth sweeping us forward. One of the 
arguments in support of this assumption 
is projected population increase. In the 
days of Malthus, before we had mas- 
tered the processes of production, popu- 
lation increase was deemed a menace. 
Today, having produced prodigiously, 
we turn our concern to distribution and 
consumption, and look hopefully to 
bumper crops of babies to keep us 
booming. Yet already in backward areas, 
the rate of population increase is caus- 
ing worry, and some one has wisely 
said that increasing the number of 
paupers will not enlarge our markets. 

May I suggest that there is little his- 
torical justification for a complacent 
belief that any company, industry, na- 
tion, or civilization will continue to grow 
indefinitely without serious interrup- 
tion. Our own record shows important 
periods of instability and irregularity, 
in gross national product, corporate 
profits, and particularly in stock prices. 
It is easy to forget that stock prices 
were longer than most parts of our 
economy in recovering to former levels 
after ithe 1929 crash. 

Lately, we have had reason io be con- 
cerned over our own position of leader- 
ship among the Western Powers. Only 
a few weeks ago, the “London Econ- 
omist” was saying that “Few nations 
have seen so many of their basic as- 
sumptions shattered so swiftly as the 
Americans have in the weeks since Mr. 
Krushchev propelled his first Sputnik 
into space.” It has been our good for- 
tune so far never to have encountered a 
crisis we could not surmount. We must 
hope, but have we any right to assume, 
that it will always be so? 

I do not say these things because I 
have any small view of the future of 
this country; I am just as much inter- 
ested in growth and prosperity as any 
one. Moreover, no perceptive person can 
fail to be impressed by the promise of 


our technological age, as well as soi ie- 
what concerned over the far reach ig 
changes it may portend. But we , ill 
not bring this promise to pass if cur 
attitude is to dismiss as “silly baub|.s” 
what a member of the President’s Sci-n- 
tific Advisory Committee* has descri!sed 
as “superlative scientific” instruments 
representing the beginnings of a major 
advance in man’s understanding of his 
environment and in his opportunities for 
growth. I am suggesting only that to- 
day there may be more reason than be- 
fore for joining in a little prayer that 
Arthur Guiterman addressed to Provi- 
dence some years ago: 





Providence, that looks after children, | 
drunkards, and fools, ’ 

With silent miracles and other eso- 
terica, 

Continued to suspend the ordinary 
rules, 

And take care of the United States of 
America? 


Rules That Govern 


The first requisite is that wherever a 
set of rules has been established, so 
long as they are in force and enforce- 
able, they must be observed. In trustee- 
ship we have a set of rules, varying as 
to detail in different jurisdictions, but 
in fundamental agreement as to objec- 
tives and general boundaries. You know 


"See “Earth Satellites and Foreign 
Lloyd v. Berkner in ‘Foreign Affairs,” 
1958. 

8Copyright ‘“‘New Yorker Magazine,”’ later re- 
printed, along with other verse, in ‘“‘Gaily the 
Troubadour,” E. P. Dutton & Co. 


Policy,” 
January 








TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a 
dividend of 25 cents per share on the 
10,020,000 shares of the Company’s cap- 
ital stock outstanding and entitled to re- 
ceive dividends, payable March 15, 1958, 
to sto kholders of reccrd at the close of 
business March 3, 1958. 

E. F. VANDERSTUCKEN, JR., 


Secretary. 











BALTIMORE GAS AND 
- ELECTRIC COMPANY 


Serving one of America’s 
Great Industrial Centers 


QUARTERLY DIVIDENDS 


Dividends of $1.12% a share on the 
42% Preferred Stock, Series B; $1.00 a 
share on the 4% Preferred Stock, Series C; 
and 45 cents a share on the Common 
Stock, have been declared for the quarter 
ending March 31, 1958, all payable 
April 1, 1958, to holders of record at the 
close of business on March 14, 1958. 


J. THEODORE WOLFE, President 





Dividends paid on Common Stock witho:t 
interruption or reduction since 1910. 
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the ommand to preserve rather ihan 
create; the repeated warnings to reduce 
risk;, not to take them; the admonitions 
to “eschew the exuberance of the specu- 
lator” and “the optimism of the pro- 
moter.” I know there have been argu- 
menis in recent years for contractual 
arrangements under living irusts which 
would give a trustee practically the same 
status and powers as an_ individual 
owner of property, something that may 
not be equally easy in all jurisdictions. 
] question, however, whether we are 
ready to reduce our concept of a irust 
to littl more than a means of trans- 
ferring legal title to property which be- 
longs beneficially to some one else. I 
question whether even in Massachusetts 
the courts are ready to reverse the view 
that a trustee does not enjoy that “il- 
limitable potentiality which an unre- 
strained individual possesses respecting 
his own property.” * 

These rules were not dreamed up 
arbitrarily by courts and legislatures 
for the special annoyance of irustees. 
For the most part they are the result of 
actual experience, and aim to guide 
trustees away from repetition of past 
misfortunes. In 1830, the year of ihe 
Harvard College case, few corporate se- 
curities were available. We were pre- 
dominantly an agricultural economy: 
only about 10% of our people lived in 
cities. We had no railroads, electric 
utilities, telephones or industries which 
today provide the bulk of ihe corporate 
obligations available to trustees. A New 
York Stock Exchange list in 1827 
showed 8 bonds. 12 bank stocks, and 
about 30 insurance company stocks. Un- 
der conditions then prevailing, it seems 
only natural that a court should have 
a stated rule of trust investment in gen- 
eral rather than in specific terms. But 
note the change by 1869, the year of 
the New York decision in King v. 


‘Dumaine v. Dumaine, 30 Mass. 214, 220, 16 N.E. 
2d 625, 629 (1938). 


Talbot.° We were turning rapidly from 
an agricultural toward an _ industrial 
economy. Railroads were stretching 
across the country, indulging in finan- 
cial high jinks as ihey stretched. We 
had suffered the panics of 1837 and 
1857; we had fought a Civil War and 
seen the fading of the boom that fol- 
lowed the war. The New York Stock 
Exchange had become a playground for 
speculators like Jim Fisk, Jay Gould, 
and Daniel Drew. Under such circum- 
stances, is it too surprising that a New 
York court should have taken a more 
conservative view of trust investments 
than the Massachusetts court nearly 40 
years earlier? As we come forward 
through the remaining years of ihe 19th 
and into the present century, remember- 
ing our recurring crises, our fluctuating 
corporate fortunes, the financial grow- 
ing pains that accompanied our expan- 
sion as a nation, is it too surprising that 
in state after state steps should have 
been taken to restrict and protect in- 
vestment of irust funds? 

But justifiable as rules may be in ori- 
gin, they become obsolete and must be 
changed. Here is where many critics of 
the trust fraternity fail io give credit 
where due. Who works to bring about 
the needed change? With all due recog- 
nition and gratitude to those lawyers, 
judges, and legislators who have given 
their sympathy and cooperation, it is 
generally the trustees themselves, chief- 
ly the corporate trustees, ihrough asso- 
ciations and special committees, who 
have instituted and brought about ihe 
needed changes, especially in investment 
laws. 

To the credit of our courts, it should 
be said that on the whole they have 
dealt justly with trustees and _benefi- 
ciaries. There have been some unfor- 
tunate decisions, at times some reversi- 
ble errors, for judges, like trustees, are 
only human, and many without invest- 
ment experience. It is understandable, 


5King v. Talbot, 40 N.Y. 76, 





(1869). 

















FINANCIAL 


CORPORATION 





144TH DIVIDEND 


A quarterly dividend of $0.60 
per share in cash has been 
declared on the Common 
Stock of C. I. T. FINANCIAL 
CorPorRaTION, payable April 
1, 1958, to stockholders of 
record at the close of business 
March 10, 1958. The transfer 
books will not close. Checks 

will be mailed. 
C. JoHN KunHN, 
Treasurer 

February 27, 1958. 











Ma: -H 1958 


ALLEGHENY LUDLUM STEEL 
CORPORATION 


Pittsburgh, Penna. 


At a meeting of the Board of 

Directors of Allegheny Ludlum Steel 

Corporation held today, February 

[ML 20, 1958, a dividend of fifty cents 

(50¢) per share was declared on 

the Common Stock of the Corpora- 

tion, payable March 31, 1958, to 

Common stockholders of record at the close of 
business on March 10, 1958. 


S. A. McCASKEY, JR. 
Secretary 











TENNESSEE CORPORATION 


TENNESSEE 
CORPORATION 


February 21, 1958 


A dividend of fifty-five 
(55c) cents per share was 
declared payable March 27, 
1958, to stockholders of 
record at the close of busi- 
ness March 5, 1958. 


Joun G. GreenBuRGH 
Treasurer. 





61 Broadway 
New York 6, N. Y. 
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Southern California 


Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


ORIGINAL PREFERRED STOCK 
Dividend No. 195 
60 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 

Dividend No. 44 

27 cents per share. 





The above dividends are pay- 
able March 31, 1958, to stock- 
holders of record March 5. 
Checks will be mailed from 
the Company's office in Los 
Angeles, March 31. 


P.C, HALE, Treasurer 


February 20, 1958 
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too, that courts would be slower to of this line of thinking would fly in tle stoc! 
GENERAL change than trustees, for the law iends face of a long line of cases and open a tio! 
PORTLAND to lag behind the economy. However, veritable Pandora’s box of problems. for 
our courts have recognized that irustees a \ 
> age What’s the Answer? 
CEMENT cannot be completely insulated from part 
the economy. They have not overlooked How do we tie these several lines «{ pose 
“probable income and probable safety.” First, we can conclude that ihe concejt mai! 
They have judged us not alone on re- of a trust essentially as a protective twee 
COMMON sults, but primarily on principles and device still stands. We can conclude that or d 
DIVIDEND them out. To do otherwise would be to both welcome and unwelcome surprises. cant 
The Board of Directors of General rate the luck of the speculator above We can recognize that it may be prema- cessi 
Portland Cement Company has this 3 ‘ t to build > th ry of inv ‘ 
day declared a quarterly dividend the discretion of the prudent man. ure to build a new theory of investment the 
upon its Common Stock of 45 cents Cne respect, however, in which our and set a new measure of performance excli 
per share, payable March 29, law still lags, perhaps less in some 0 the record of too short and ioo un- sure 
1958 to stockholders of record at ade acters : iii | iod of time. At tl 
the close of business on March 7, jurisdictions than in others, has to do usual a period of time. At the same som 
1958. The stock transfer books will with what I call the doctrine of the time, we must ask whether there is any pros 
remain open. separability of investments. Under the reason why trustees should not con- estal 
baiiidin di oihie in 0 ean broadened responsibilities we face to- Sider, and should not be permitted to of | 
\. day, any principle of accounting which take, reasonable measures to meet the acqu 
concentrates on one transaction io ihe same economic threats that come to gree 
exclusion of all others can be described other prudent investors. As a corollary vers 
Atlas Corporation only as an iniquitous anachronism. | question, 1s there any reason why irus- abil 
33 Pine Street, New York 5, N.Y. know the theorv discourages specula- tees should be asked to attempt a diffi- ‘ i 
tion in one investment to make up a cult, perhaps an improbable achieve- our 
Dividends declared on loss in another; and I am asking no ment, and then, alone among investors, twee 
5% Cum. Preferred Stock immunity from examination or account- be subject for the slightest failure io of t 
and Common Stock ability. Under present-day circum- the penalties of needless litigation and the 
_ stances, however, any doctrine which attempts at legal second guessing ? In deri 
Bag gy ory does not look at a whole interrelated return for the heavier responsibilities heer 
0. 7, 8,9 an : , a ee Te 
Resuler quarterly of 25¢ performance or program is outmoded, and more difficult jobs that trustees are cred 
per share, for the year 1958 unjust, and a needless handicap to con- gladly undertaking, is it too much to deb 
Payable March 15, June 16, - . 7 whic rer ss ; 
Sona Sager gellar ext structive action. ask that the law which governs u: should ‘mb 
15, 1958 On the other hand. our courts, like fully recognize these increased responsi- ble 
Record dates February 27, , bilities and deal with them in a just and 
as Sk Aone 0, cad Pe. our trustees, should not be led down aan . J of | 
vember 26, 1958, respectively dangerous paths by this Enchantress enlightened manner: ey 
* Common Dividend No. 65 known as Growth Many of you. espe- If we conclude that our duty as ‘ 
: ) : aes ar dase ve 
ae shea’ cially those from California, are familiar patient trustees, and still judging our 
: pe , a , non 
Payable March 20, 1958 with a recent decision in that state performance on the motives and _ prin- , 
Record date February 27, 1958 which surcharged a trustee not only for ciples of our action, is to do what we 
WALTER G. CLINCHY, capital gains tax incurred in the sale can to meet whatever economic proba- ie 
Treasurer bili : , - h 4 and 
February 15, 1958 of stocks at a profit, but attempted to bilities we encounter, how shall we go . 
include as part of the measure of dam- about the job? My answer is shockingl) 
ages any probable future avpreciation elementary. It is simply by preserving 2 
in the stocks disposed of from date of our perspective and our sense of bal- ye 
sale to termination of the trust. Happily, ance. Applied to the securities we use. shif 
this portion of the lower court decision it obviously does not mean a_ precise is 
was overthrown on apneal, but adoption division at the halfway mark between me 
7X, UNITED FRUIT 
petroleum COMPANY THE DAYTON POWER 
corporation AND LIGHT COMPANY 
DIVIDEND NOTICE 235th DAYTON, OHIO 
The Board of Directors has declared Consecutive 142nd Common Dividend 
a regular quarterly dividend of 25¢ ee The Board of Directors has declared 
per share on the common stock of Quarterly Dividend ly dividend of 60 
this Company, payable A dividend of seventy-five cents a a : k rl 
March 31, 1958, to stock- per share on the capital stock of ee = Be nn poses ; 
holders of record at the this Company has been declared, Beppe tic tae f ' 
dines of businces March 10, payable April 15, 1958, to share- 1958 to stockholders of record a 
1958. holders of record March 14, 1958. the close of business on February : 
—s EMERY N. LEONARD 17, 1958. : 
ane " ? Secretary and Treasurer ER t 
' President Boston, Mass., February 10, 1958 GEORGE SHAN, Socestary 
Big Spring, Texas — February 7, 1958 
Ma 
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stocks and bonds, or a precise distribu- 
tion of the various types of securities 
for each and every trust. It does mean 
a willingness to weigh the merits of 
particular securities for particular pur- 
poses. It does mean a recognition of 
the relative rights of life tenant and re- 
mainderman, and a determination be- 
tween them in the light of the obvious 
or declared purposes of the trust. Quite 
frankly, balance in investment affairs 
cannot hope to match the brilliant suc- 
cesses of the fortunate speculator. On 
the other hand, it will certainly not 
exclude, but in fact may make more 
sure, a reasonable share in the whole- 
some growth that comes with national 
prosperity to those companies that have 
established themselves in the con‘dence 
of prudent investors. It will moderate 
acquisitive desires before it becomes 
greed; it will soften the blow when ad- 
versity strikes, and reduce the prob- 
ability of its striking. 

The principle of balance permeates 
our whole economy. It is imbalance be- 
tween important interrelated elements 
of the economy that causes trouble. At 
the present time, some of us are won- 
dering if in recent years we have not 
been building up imbalance between 
creditor and ownership claims, between 
debt and national resources, a type of 
imbalance that has often signaled trou- 
ble in the past. We can take this sense 
of balance far beyond the investment 
field. We can ask it of judicial decisions; 
we can apply it to appraisal of eco- 
nomic or political affairs, and we need 
have no apologies about it. In practical- 
ly all human affairs it makes for order 
and harmony. 

Some critics may argue that this is 
an attitude of undue caution, ihat we 
should be able to judge swiftly and 
shift boldly from one type of security 
to another. Those critics have forgotten 


Elliott Bell’s remark that “if wrong pre- 
dictions were an indictable offense, the 
jails would be full of economists.” | 
do not mean that we should be blind to 
shifting currents in the economy or dis- 
pense with efforts to weigh relative 
values. There were some _benighted 
souls, among whom I count myself, 
who could see virtue in a definite con- 
tract to pay a definite sum of money, 
at a definite time in the future, with 
reasonable rental for the use of that 
money in the meantime, especially with 
that rental comparing favorably with 
stock yields, even before a sudden action 
of the Federal Reserve Board last 
November lifted a lagging bond market 
back to life. I do mean that we must 
recognize human frailities in predic- 
tion, that we must determine the relative 
rights of our respective beneficiaries, 
and that we want, so far as possible 
and appropriate in particular cases, a 
balanced rather than a one-sided hedge 
against the future. 

It seems to be the fashion these days 
to speak in terms of challenges, and 
then with unbounded optimism about 
our ability to meet them. The chal- 
lenges are real enough, but to the more 
ebullient spirits among you my com- 
ments may seem lacking in sufficient 
optimism. I readily confess to a certain 
amount of recollection and of experi- 
ence. But just because it is a bit late 
for me to contemplate the future, or 
even the present, with the completely 
unspoiled vision of youth, it certainly 
does not follow that I am any the less 
interested in continuing io reform our 
laws, improve our performance, and pre- 
serve our trusts. Indeed, in some juris- 
dictions, we must not only hope but 
work for further flexibility and wider 
latitude. What I am suggesting, before 
we embark upon any exuberant orbit in- 
to uncharted space, is a little thought to 
the possibility of a safe return to earth. 














February 28 1958 


DIVIDEND NOTICE 
MIDDLE SOUTH UTILITIES, INC. 


The Board of Directors has this day declared 
a dividend of 45c per share on the Com- 
mon Stock, payable April 1, 1958, to stock- 
holders of record at the close of business 
March 11, 1958. 


H. F. SANDERS 
Treasurer 


SERVING THE MIDDLE SOUTH 
Arkansas Power & Light Company 


Louisiana Power & Light Company 


Utility service by tax-paying, 
publicly-regulated companies 
made this dividend possible. 


Mississippi Power & Light Company 
New Orleans Public Service Inc. 





Mai cu 1958 








INTERNATIONAL 
SHOE 
COMPANY 


St. Louis 


188TH 
CONSECUTIVE DIVIDEND 
Common Stock 


A quarterly dividend of 60¢ 
per share payable on April 
1, 1958 to stockholders of rec- 
ord at the close of business 
March 14, 1958, was declared 
by the Board of Directors. 
ROBERT O. MONNIG 


Vice-President and Treasurer 


February 24, 1958 

















FLORIDA POWER CORPORATION 
St. Petersburg, Florida 
February 20, 1958 


The Board of Directors of this Corpo- 
ration has this day declared a dividend 
of fifty cents (50¢) per share on the 
outstanding Common Stock, payable 
March 20, 1958 to stockholders of 
record at the close of business March 
5, 1958. 


G. F. FOLEY, Treasurer 




















233rd 
CONSECUTIVE CASH DIVIDEND 


A dividend of twenty- 
five cents ($.25) a share 
has been declared upon 
the stock of BurroucHsS 
CORPORATION, payable 
April 21, 1958, to share- 
holders of record at the 


close of business March 
29, 1958. 


SHELDON F. Hatt, 
Vice President 
and Secretary 
Detroit, Michigan 
February 25, 1958 


Burroughs 
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MOODY’S INVESTORS YIELD TABLES 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 

























































YIELDS oF YIELDS oF PRICES , DIVIDENDS 
TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 
BY MATURITY GROUPS BY RATINGS 125 INDUSTRIAL STOCKS 
T T T T T T T T T = 
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- 42 ‘55 1956 1957 i958 | =f 52°55 1956 1957 1958 7 ‘55 1956 1957 1958 
Aan Aan Aa. Aan. han. Aa. Aa. ar. Aan. 
End of Month—— 
Feb. Jan. Feb. 1957-58 1951-1956 1946-50 1941-45 1931-40 1919-1930 
1958 1958 1957 —— Range for Period —— 
1. U.S. Government Bond Yields 
$-Year Taxable Treas. -.................... ‘% 2.41 2.65 3.42 4.10-2.41 3.75-1.35 1.68-0.90 1.32-1.07 (a) (a) (a) 
5-Year Taxable Treas. —_. Broke ae 2.66 2.76 3.37 4.12-2.66 3.76-1.75  1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. —.............. 7 2.88 2.92 3.30 3.97-2.88 3.64-1.95  2.10-1.38 2.10-1.49 (a) (a) (a) 
eee 28, Of18/T2-67 ....~..__..... & 2.96 3.00 3.24 3.77-2.92 3.52-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
Victory 2448, 12/15/72-67 ....--. % 2.94 2.98 3.22  3.72-2.90 3.51-2.44  2.48-2.08 2.50-2.37 (a) (a) (a) 
nL III see 3.25 3.24 3.28 3.69-3.14 3.45-2.59 (b) (b) (b) (b) 
8s, 1995 % 3.22 3.21 3.26 3.60-3.13 3.42-2.94 
2. Corporate Bond Yields 
Aaa Rated Long Term __..... % 3.61 3.58 3.66 4.15-3.55 3.82-2.65  2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
Aa Rated Long Term -_-.......... % 3.75 3.77 3.79 4.31-3.74 3.89-2.70  2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
& Rated Loag Term. ______..... % 4.03 3.99 3.98 4.51-3.95 4.02-2.87  3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term 4.65 4.70 4.48 5.11-4.41 4.46-3.15  3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
8. Tax Exempt Bond Yields a 
Aaa Rated Long Term __._...-..-% 2.76 2.68 2.83 3.45-2.65 3.05-1.28  1.98-0.90 1.84-0.93 2.81-1.56 (d) (d) ) 
Aa Rated Long Term _.... .. % 2.98 2.92 3.13 3.72-2.87 3.33-1.37  2.21-1.04 2.11-1.21 3.02-1.78 (d) (d) 
A. Baten Long Tern % 3.17 3.10 3.40 3.98-3.07 3.75-1.72  2.64-1.28 2.49-1.49 3.29-2.11(d) (d) 
Baa Rated Long Term -.......-...--.----- % 3.85 3.76 3.99 4.51-3.73 4.22-1.98 3.05-1.57 2.94-1.80 3.71-2.60(d) (d) 
4. Preferred Stock Yields 
Industrials—High Dividend Series 
gS Ree ee 4.29 4.23 4.31 4.68-4.23 4.44-3.80  4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade __..-.. - I 5.22 5.18 4.99 5.60-4.99 5.28-4.45  5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
nN 4.18 4.20 4.02 4.67-4.07 4.30-3.46 3.92-3.27(e) (e) (e) (e) 
Medium Grade .......................... % 4.66 4.68 4.70 5.16-4.64 4.92-2.80  4.20-3.52(e) (e) (e) (e) 
Utilities—Low Dividend Series 
ei Meteo 4.39 4.387 4.87  5.00-4.36 4.68-3.78  4.24-8.40(e) (e) (e) (e) 
Medium Grade ......................... % 4.83 4.76 4.77 5.34-4.76 4.87-4.18 4.65-3.09 (e) (e) (e) (e) 
5. Common Stocks 
125 Industrials—Prices (g) —......- $129.97 133.06 138.53 157.66-128.38 158.98-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (f) 
125 Industrials—Div. (g) ——-............ 5.83 5.86 5.91 5.94-5.83 5.89-4.13  4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (1) 
125 Industrials—Yields —..._____.__..._ “% 4.49 4.40 4.27 4.58-3.75 6.79-3.63 7.29-8.20 7.71-3.56 10.13-2.59 6.21-8.19(‘) 
(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. (e)—Low Dividend Preferred Yield Averages in this series date from 
(b)—U. S. Govt. Bond Yields in this series date from April 15, 1953. Jan. 2, 1946. 
(c)—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. (f)—125 Industrials Averages date from Jan. 1, 1929. 
(d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. {g)—Dollars per share. 
*Revised 
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A DIVERSIFIED ikon 


WESTINGHOUSE AIR BRAKE COMPANY 





WABCO 





i 


For copy of this report consult 
your broker or write direct to 
Westinghouse Air Brake Company, 
Three Gateway Center, 

Pittsburgh 22, Pennsylvania. 


INDUSTRIAL PRODUCTS 


: DIVISION 
Remote pneumatic control 


au ——_ systems. 








From1257 Annual Report (in thousands) | 
= 7 a 1S57 1isse 
I a oe oo hh on nantanacennbion $236,977 $214,653 
a Income before income taxes. .......................005.. 24,601 23,378 LE ROI DIVISION 
Income taxes .............. ic cata asntaiciin ta net etiulsooracelh a eal 12,513 11,454 Portable, stationary and self- 
NN caccontesssnscsdichvensiccronnanno Rh 12,088 11,924 wea i CS 
ee eee 5,017 4,997 combustion engines. 
I a itl sccintinisainasioees 7,071 6,927 
et ee. | ae 96,515 92,020 
Shareholders’ equity ..........0.:c:c0csseeeeeee 106,614 99,309 eres caewiine 
PER SHARE @/ Construction and earth-moving | 
Net earnings ............. a eons nee Wr 2.89 2.86 <tc hus teen 
Dividends ............ ‘eee peat Ee ESA 1.20 1.20 ei sigan cate graders, | 
a 5 eer 25.49 23.80 
Number of shareholders .......................:0000008. 39,162 38,915 


DIVERSIFICATION—RESEARCH 
PRODUCT DEVELOPMENT 
EXPANSION OF FOREIGN AND DOMESTIC MARKETS 
These are the keys to WABCO’S continued growth and stability. 
The Company looks forward with assurance, confident that it can 
“ maintain steady growth and the stability that is evidenced by 
) an unbroken record of dividend payments each year since 1875. 


GEORGE E. FAILING COMPANY 


Portable rotary drilling rigs for 
the petroleum, water, mining 
and construction industries. 
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i WESTINGHOUSE AIR BRAKE COMPANY WAS CO oe 
Three Gateway Center, Pittsburgh 22, Pennsylvania — Mattery actors ~ reseerah, 
. < 5 eee development and production. 
serving industry and government = 
RAILROAD + CONSTRUCTION + MINING « PETROLEUM + AGRICULTURE Lo i 
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ComMON StocKS, TAXES AND PRICES 


Protecting Economic Place of Beneficiaries 


BURTON A. MILLER 


Vice President in Charge of Trust Investments, The National City Bank of Cleveland, Ohio 


HE CORRELATION BETWEEN COMMON 
"Wad performance and the changing 
value of money is imperfect, to say the 
least. In the eleven years following 
World War II, the Bureau of Labor Sta- 
tistics Consumer Price Index increased 
44%. In the 10 years following World 
War I, the index fluctuated but ended 
the period almost precisely where it be- 
gan. Yet there was a substantial and 
roughly comparable increase in stock 
prices during each of these periods — 
between 21% and 3 times as measured by 
comparison of changes in annual median 
prices of the Dow-Jones Industrials. We 
obviously cannot explain those particu- 
lar two stock market moves by any cor- 
relation with consumer price behavior. 

But why even try? Why look further 
than the usual profit opportunities for 
industry in the satisfaction of pent-up 
demands and the exploitation of new 
technical progress which major wars un- 
leash? Conversely, the 1929-1932 de- 
bacle was accompanied by a 25% de- 
cline in the consumer price index, where- 
as the Stock Index declined only about 
1 point between 1937 and 1938 when the 
Dow Jones approximately halved from 
its high in the first year to its low in the 
second. Let us look for our answer 
rather in the speculative excesses in the 
stock market and the imbalances in the 
economy common to both periods. They 
can be costly to investors whether or not 
the cost of the goods and services they 
buy is changing appreciably. 

Statistical comparisons can frequently 
lead to differing conclusions depending 
on the starting and ending points. I am 
being arbitrary in the following exam- 
ple but believe that it is selected on a fair 
basis. I wanted to take a closer look at 
a period recent enough to be within the 
adult memory of most of us yet long 
enough in duration to include a typi- 
cally wide range of financial and politi- 
cal experience. 

Let us assume that by 1936 an investor 
has recovered his poise after the big de- 


From address before 39th 
Conference, 
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pression, hears the early drumbeats of 
appoaching war and, knowing that wars 
are always inflationary, decides to cast 
his lot with stocks for the protection of 
his capital and income. How has he 
fared? He has lived through a doubling 
of the consumer price index, and he has 
seen the market value and dividend in- 
come of his investments, as measured by 
the Dow Jones Industrials, approximate- 
ly triple. Certainly no cause for com- 
plaint in these figures! 

But he has also had to live through 
1937 and 1938 when his new philosophy 
produced disquieting capital shrinkage 
and when, against an approximately 
stable cost of living, his dividend income 
shrank almost 30%. In fact, it was not 
until 1940 that dividends were back to 
the 1936 level, and not until after World 
War II that gains in dividend income 
were of any consequence. Certainly there 
were times in that experience. when a 
more balanced investment philosophy 
would have been a source of both com- 
fort and potential profit to him. 


Perverse and Diverse Performance 


In using a selective index like the Dow 
Jones industrials as a measure of com- 
mon stock performance, we are assum- 
ing investment in large, strong, well 
managed, and progressive companies. 
We know that many, many companies 
— all of which some one owns — fall 
far short of such standards. As one 
check, I went through the book of stock 
price charts prepared by M. C. Horsey 
& Co. to see how this broad range of 
companies had fared during the postwar 
period when the D-J industrial index 
more than doubled its 1946 high. Close 
to 700 of these charts go back at least as 
far as 1946. Of this group, almost exact- 
ly one-half are selling below 1946 highs, 
many by a substantial margin. 

As a further check, I reviewed another 
useful reference tool, the stock price in- 
dexes compiled by Standard and Poor’s 
for some 70-odd separate industry 
groups. Of these, 27 are below their 1946 
highs, 18 are above 1946 but by less than 


the 44% increase in consumer prices. 
and 28 ran ahead of the consumer price 
standard. It was this last group, a little 
over one-third of the total, that pulled 
up the composite index. Investors not 
well represented in this group of indus- 
tries had little chance of winning. The 
problem is even more challenging be- 
cause we all know that individual com- 
pany performance within an_ industry 
can and does vary greatly. 

A sizable proportion of poor market 
performers is chronic. This is no argu- 
ment against the liberal use of common 
stocks as such. On the contrary, it is an 
excellent sales argument for investment 
departments able to identify investment 
quality, to select stocks intelligently, and 
to keep to a minimum the industries and 
companies that are falling behind. But 
when I reflect on the many possible pit- 
falls in the wide variety of stocks that 
come into a trust department, and on 
the necessity in many cases of securing 
approval from others with strong and 
differing opinions of their own, I con- 
clude that we must be not only intelli- 
gent analysts but artists, diplomats and 
salesmen as well. 


That Problem of Taxes 


The effort to protect the economic 
position of our customers must cope not 
only with the hazards and opportunities 
of the securities markets but also with a 
graduated income tax. Go back for a 
moment to our 1936 investor who, after 
early disappointment, finally accomplish- 
es his objective of keeping security val- 
ues and dividends ahead of the consumer 
price index. Through this period he has 
had a partner — a partner sharing the 
fruits of his investment sagacity, a part- 
ner whose financial appetite has grown 
about like the physical appetite of a 
teenager. Assuming, for simplicity s 
sake, an income all from stocks, wiih 
one exemption, and a 10% deducticn 
from income for charities and the lik». 
Such a taxpayer kept after taxes 95‘ 
of a $10,000 gross income in 1936 bit 
only 82% in 1957; he kept 92% of a 
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$21),000 gross income in 1936 but only 
74°; in 1957; and he still kept as much 
as 34% of a $50,000 gross income in 
1936 — but only 58% in 1957. 

Over this period the C-P index about 
doubled and the D-J Industrial dividends 
about tripled. Our investor’s $10,000 
dividend income in 1936 has thus be- 
come $30,000 in 1957, but his income 
after taxes has barely kept pace with the 
consumer price index — up 104% ver- 
sus 102%. Only the more modest in- 
comes would have a relative gain after 
taxes. Investors of substantial 
means have been like the frog trying to 
jump out of the well. A $20,000 dividend 
income, now $60,000, is up only 77% 
after taxes: a $50,000 income, now 
$150,000, is up only 36% ; and a $100.- 
000 income, now $300,000, is up only 
22', after taxes. While the cost of liv- 
ing doubled! 


more 


Income Beneficiary in a Squeeze 

Here is where | made my mistake. I 
should have followed the famous maxim 
of Ol’ Satch Paige: “Never look behind. 
Somethin’ sales be gainin” on you.” 
But having looked behind, let us steel 
ourselves for a look ahead. Where would 
this tax structure lead us with the con- 
tinuing inflation that so many people 
take for granted ? 

Suppose “X” years in the future the 
consumer price index advances another 
0) per cent, with the present tax struc- 
ture unchanged. On a single return, an 
investor with taxable income in_ the 
$20,000 zone would have to increase his 
income flow 
after taxes, 
sumer 


some 80° to keep pace, 
with the 50% rise in con- 
prices. In the $50,000 zone, the 
income flow would have to increase on 
the order of 135 per cent. The treadmill 
goes faster and faster. 

The import of these figures was driven 
home more forecfully when I reviewed 
the experience of a specific estate estab- 
lished in the middle 1930's. It had a 
value then of $700,000, produced a gross 
income upwards of $26,000 including a 
moderate proportion of tax-exempt in- 
come, and a net income after taxes of 
$24,000. Last year, with no capital 
addi‘ions or withdrawals meanwhile, the 
value of this estate was $21-million (vs. 
$700,000) the gross income in excess of 
$75.00 (vs. $26,000 plus) the income 
afte’ taxes a little over $40,000 (vs. 
$24 100 plus). TH; figures, particularly 
the ‘hreefold increase in gross income 
and market value, became gratifyingly 
larg -r. But the roughly two-thirds in- 
cres-e in net spendable income had to 
con sete with the doubling of the con- 
sun -r price index. With no right of in- 


ove) 


Maxcu 1958 


vasion, the beneficiary has been fighting 
a losing battle. The beneficiary could 
more than make herself whole as to pur- 
chasing power by heavily increasing the 
proportion of tax-exempt bonds. How- 
ever, she dislikes paying large capital 
gains taxes and prefers to weight the de- 
cision of life tenant versus remainder- 
men in favor of the latter at a deliberate 
sacrifice to herself. 


Seylla and Charibdis Again 


This problem of who takes the pinch 
or the risk is always with us. With small 
accounts and minimum tax brackets, it 
is largely a question of the degree of 









for 








market risk it is prudent to assume. 
With high-tax-bracket accounts it is a 
question as well of the amount of tax- 
sheltered income through municipal 
bonds, which would benefit the life ten- 
ant, as against the hoped-for increase in 
capital values for the remaindermen 
through the use of heavily taxed com- 
mon stocks. 

The implications of further substan- 
tial inflation, should it occur over a pe- 
riod, would confront us with a most 
formidable investment task and with 
Solomon-like decisions as to the needs 
and rights of the various parties at in- 
terest. As citizens we owe it to ourselves, 





another year of 
solid accomplishment 





























over 1956. 





dend in December. 
SALES PRICES Unit 


facturing costs. 


1957 Cua 


NOTEWORTHY EVENTS IN BRIEF: 


INCREASED SALES made 1957 the largest sales 
year in the Company’s history—a 17% increase 


EARNINGS rose for the fourth straight year— 
24% over 1956. Per share net amounted to $1.87 
versus $1.50 a year ago. 

DIVIDENDS continued at 70 cents a share—15 
cents quarterly plus a 10 cent year-end extra. 
In addition, the Company paid a 4% 


stock divi- 


t selling prices of American’s 
products have not been increased during the past 
three years, despite three annual increases in 
salaries and wages, and generally higher manu- 


OUTLOOK FOR 1958 Capacity operations are 
expected to continue into the foreseeable future. 
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A copy of the 1957 

annual report may be obtained 
by writing the Gompany, 

| at Lansdale, Pennsylvania. 


‘America’s Oldest Name in Tile” 


AMERICAN ENCAUSTIC 
TILING COMPANY, INC. 


Lansdale, Pennsylvania 
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our customers, and our country at large 
to support to the utmost the people and 
policies battling to keep this country of 
ours on an even fiscal keel. We cannot 
be complacent, and we must not be de- 
featist about inflation! 

We can certainly conclude that the 
market provides no investment or class 
of investment that can be accurately 
named “purchasing power protection.” 
It does include common stocks of good 
quality, growing companies that should 
do well for their owners whether or not 
consumer prices are rising. [t includes, 
as well, many stocks that will do badly 
even when the consumer price index may 
be rising strongly. The market can also 
be expected to have recurrent periods 
when most stocks misbehave. 


Coordinate Investment and Estate 
Planning 


I am one of the many who do not vis- 
ualize another 1929-1932 type of crash, 
even though I know from first-hand ex- 
perience that that bitter period was no 
illusion. However I would by no means 
belittle the chances at some point — 
some point beyond 1958 let me venture 
to presume — of another 1937-1938 type 
of jolt — which was bad enough. 

How can we as trustmen, prudently 


investing other people’s money, turn the 
advantages of common stocks to the 
benefit of our customers and avoid their 
worst weaknesses? For one thing, recog- 
nizing the tax consequences of the infla- 
tionary period we have been in, we must 
increasingly coordinate our investment 
work with our estate planning work in 
its effort to set up programs that will 
minimize tax attrition. For another, we 
must continuously evaluate our invest- 
ment policy in the light of circumstances 
of each account as to the degree of risk 
it is prudent to assume and the needs 
and objectives of life tenant and remain- 
derman. 

Finally, in setting up whatever com- 
mon stock program is appropriate, we 
must be ever conscious of the clear evi- 
dence that selection is what makes the 
difference. What specific stocks our cus- 
tomers own is far more important than 
whether they have a few percentage 
points more or less in stocks as a class. 
As an investment man I put double 
emphasis on this last point. 


a & & 


@ The new State Banking Commissioner 
in Maine is Carleton L. Bradbury, an 
examiner for the Federal Deposit Insur- 
ance Commission. Bradbury succeeds 
Albert S. Noyes. 
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Bank Stocks 


Our analysis of the 1957 year-end reports of a group 
of outstanding banks is completed and now available. 


A copy will be sent free upon request. 


We deal actively in bank shares and are prepared to 


buy or sell in large or small blocks at net prices. 


Blyth & Co., Inc. 


New York - SAn Francisco - Cuicaco - Los ANGELES - 
Boston - PHILADELPHIA: PirrsBURGH * CLEVELAND + LOUISVILLE + INDIANAPOLIS 
SPOKANE - 


SAN JOsE 


SEATTLE + PORTLAND 


OAKLAND - EurEKA + SACRAMENTO 


FRESNO Pato Atro - OxNARD 
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Lincoln Rochester Starts 
Trust Administration Schoo! 


A Trust Administration School wit! 
in the trust department was started bh 
Lincoln Rochester (N. Y.) Trust Co. o 
January 9. Its purpose is to supplemen: 
on-the-job training and A.I.B. cours+s 
and to provide a formal, organized train - 
ing program for administrative respon- 
sibilities in the trust department. 

The School was opened officially |) 
Wilmot R. Craig, executive vice presi- 
dent and senior trust officer, who pre- 
sented a brief history of the trust busi- 
ness and traced the growth of Lincoln 
Rochester’s department. Substantial 
growth in trust assets over the past 
decade kas made the need for a training 
program particularly acute, he stated. 
Elliott W. Gumaer, vice president and 
trust officer, followed with a discussion 
of Relations with Attorneys, Wills and 
Probate Procedure. Other topics to be 
covered in the nine Thursday afternoon 
sessions this term are: Wills, Estate 
Terms, Probate Procedure, Trusts, Es- 
tate Tax, Gift Tax, Income Taxation of 
Estates and Trusts, Initial Family Con- 
tact, Administration Case Problems, and 
Estate Planning. 

Planning and organization of the 
course was worked out by Thomas E. 
McFarland, vice president and trust of- 
ficer, and Robert J. Vanas, 
trust officer. Faculty members, besides 
Messrs. Gumaer, McFarland and Vanas. 
include F. T. Sanderson, assistant trust 
officer, James W. Cook, assistant vice 
president, Robert E. Platt, trust officer. 
Thomas J. Sercu, trust officer, and 
Thomas C. T. Buckley, assistant trust 
officer. 


assistant 


Enrolled for the first term are nine 
people from the trust department, two 
from its tax division, and two from the 
investment department, with others from 
the investment staff attending on a rotat- 
ing basis. 


A A A 


WEIR ESTATE OVER $10 MILLION 


The estate of Ernest T. Weir, founder 
and retired chairman of National Steel 
Corp. in an inventory filed last month 
by the Fidelity Trust Co. of Pittsburgh 
and Mrs. Weir, the executors and trus- 
tees, was valued at $10,581,318. Princijal 
asset was a block of 138,500 shares of 
National Steel valued at $9,695,000. 

Mr. Weir created a trust of 65% of 
his residual estate to pay the inco’.e 
(and principal if needed) to his wi-e. 
The other 35% was placed in trust ir 
his 13-year-old son. Other children we ve 
provided for by inter-yivos trusts. (*e 
report in Nov. 1957, T&E p. 1164.) 
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1958—A Year To Remember? 


Trust Investment Panel Sees Rain 


XN THE OPINION OF THE INVESTMENT 
ne at the American Bankers As- 
sociation Mid-Winter Trust Conference 
held last month in New York City, 1958 
gives evidence of providing a full meas- 
ure of opportunities as well as possible 
upsets. Bonds have probably seen their 
lows, interest rates should continue to 
ease moderately, leaner profit margins 
and uncertain dividend prospects are 
bound to place a premium upon selec- 
tivity in the equity sector and, in spite of 
uncertainty as to the probable depth and 
duration of the readjustment, some ex- 
cellent bargains should come to the sur- 
face. One member thought that surprises 
were likely to be on the unpleasant, 
rather than the pleasant, side. Another 
participant opined that bonds and stocks 
might fare better than business in gen- 
eral but that the clash of contrary forces 
would also offer abnormal opportunity 
to commit investment errors. 

The session was moderated by Edward 
F. Swenson, Jr.. vice president, The First 
National Bank of Miami, with the follow- 
ing panelists: Joseph C. Bickford, as- 
sistant vice president Bankers Trust Co.., 
New York City; Arthur L. Coburn, Jr.. 
vice president. Old Colony Trust Co.. 
Boston; Louis J. Rice, Jr., vice president. 
The First National Trust & Savings Bank 
of San Diego. Cal.; John Hardy Weedon, 
vice president. The First National Bank 
of Chicago. 

While caution is very much to the fore 
in equity selection today, there is no 
tendency to avoid stocks where the out- 
look seems reasonably assured for the 
long term and yield is acceptable. Vary- 
ing approaches to investing new stock 
funds in a personal trust were advanced, 
with the majority favoring partial com- 
mi!ments now and spacing out of the 
balance over the year. Equity percent- 
ag:s remain in the 50-65% range. Yields 
shuld not receive undue stress in them- 
se ves, according to Mr. Weedon; this is 
th least important factor in an account 
ai .ing at growth of principal, while in a 
b: anced account the yield is allowed to 
fe | where it may. 

“he panelists agreed that the common 
t: st fund has proven itself a useful 
\ \icle for economical administration of 
s: aller trusts and that the only logical 
rt -son for not participating certain ac- 
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counts might lie in their having different 
objectives. The advantages which such 
a medium offers, however. in broad di- 
versification and flexibility commend it 
to a growing number of trust institu- 
tions. 

Other random comments covered ques- 
tions received in advance of the session. 
For instance, preferred stocks offered a 
fine buying point in 1957, as did the 
bond market and, while yields are cur- 
rently less attractive, well selected pre- 
ferreds have a place in the diversified 
trust portfolio. Because their hybrid 
character embodies risk, yield should be 
compensatory and quality thoroughly 
assured. Rail stocks, noted Mr. Weedon. 
are so unpopular that they may be good 
values at present levels, with special 
reference to Union Pacific, Chesapeake 
and Ohio, Norfolk and Western and 
Atchison, Topeka and Santa Fe. Con- 
vertible securities, either preferreds or 
bonds, dictate extra precautions, accord- 
ing to Mr. Bickford, to avoid excessive 
price, inferior quality or a_ possible 
equity commitment in a company which 
would not meet normal investment stand- 
ards, to which Mr. Coburn added a 
warning as to call prices. 

It was the thought of Mr. Rice that 
first mortgages in rural areas could serve 
as trust investments for small funds but 
the cost of servicing demands a spread 
of about 214% higher return than AAA 
bonds. Participation certificates are ad- 
vantageous where amounts are large but 
they recall shades of the *30s and wide- 
spread defaults, with the thought of pos- 
sible moratoria. 

In the administrative area, the panel 
agreed that management of business in- 
terests in trusts depends upon the bank’s 
ability to handle them properly, one 
factor being the physical location of the 
business in relation to the trustee institu- 
tion. Mr. Weedon noted that his bank 
has a special division to operate close 
corporations. Mr. Bickford remarked 





Panel on_ Investments: 


(Left to right): John 
Hardy Weedon, Louis J. 
Rice, Jr., Edward F. 


Swenson, Jr., leader; Ar- 
thur L. Coburn, Jr., Jos- 
eph C. Bickford. 


and Shine 


upon the wisdom of restricting the num- 
ber of securities to a workable range for 
better efficiency, noting instances where 
a small trust department had attempted 
to supervise more investment items than 
one handling several times its volume. 


When cash disbursement totals have 
been determined for an estate, Mr. 
Rice explained that his _institution’s 


policy is to assure liquidity by selling at 
once, except in rare circumstances. Mr. 
Coburn, however, said that they had 
found it more advisable to raise cash in 
three or four steps during the adminis- 
trative period, selling the weak items 
first and trying to spread the price risk 
by some degree of timing. 

In the utility area, Mr. Rice noted that 
the market performance of four selected 
electric companies had been better than 
that of three industrial “growth stock” 
leaders. Using 1947-49 as a base, the 
price appreciation to date in the two 
groups has been: 


Aluminum Co. _. .... 239% 
General Electric _.. 219% 
Int. Business Mach. . 315% 
Fiovids Powe? 423% 
Florida Pr. & Lt. ni csiwsacssc- SO 
Gulf States Utilities 454% 
Houston Light & Pr. . 383% 


Referring to the gas companies 
affected by the pending “Memphis Case” 
decision, Mr. Coburn remarked that 
trustees are now on notice that develop- 
ments have made this industry doubtful 
if not “off limits” for investment until 
its legal status is determined. 

Keeping abreast of investment trends 
is one of the bugaboos of administrative 
officers in the trust department. Mr. 
Weedon’s institution condenses selected 
reports for rapid reading, supplemented 
by periodic meetings. Mr. Bickford sug- 
gested closer liaison with correspondents 
on investment reviews and discussion of 
trends. If outside advisory services are 
found necessary, he urged that only the 











best be employed, always remembering 
that the final responsibility for results 
rests at home. 


Commenting upon the 1958 security 
market outlook, Mr. Bickford antici- 
pated no drastic collapse in stock values 
although the expected appearance of de- 
clining business indices and lower earn- 
ings would hardly support a bull market. 
Mr. Coburn foresaw the economic pic- 
ture as doubtful, with the next 60 days 
an important period which may clear 
the picture a bit. Volume of bond offer- 
ings should be down and mortgage de- 
mand should rise. Bond prices have yet 
to make their top. Stocks will face divi- 
dend casualties and bad news but there 
is no need to get too pessimistic. There 
have already been two cuts in the dis- 
count rate, which may well get down to 
2% sometime this year, and a_ bank 
reserve reduction and a tax cut may also 
be in the cards. 


On the same front, Mr. Rice made his 
observation about the likelihood of un- 
pleasant profit and dividend surprises 
outnumbering the pleasant ones but 
noted that the following industries could 
respond to more favorable earnings 
trends: electric and gas utilities, life in- 
surance and multiple line companies, 









TAILOR-MADE AID 
for Community Bank 
Trust Officers 


The Studley, Shupert Trust 
Investment Council pro- 
vides its membership of 
more than 100 progressive 
community banks with 
tailor-made help on special 
problems and special ac- 
counts. Membership also 
brings you a continuous 
flow of basic data vitally 
necessary to prudent trust 
investment management. 
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Panel’s Stock Selections for 
Current Trustee Investment 


Am. Tel. & Tel. 
Ariz. Public Serv. 
Atlas Powder 


Commonwealth Ed. 


Container Corp. 
Corning Glass 
Dow Chemical 
DuPont 

Eastman Kodak 
Florida Pr. & Lt. 


Food Mach. & Chem. 


General Electric 
General Foods 
General Telephone 
Gulf Oil 

Tnt. Bus. Mach. 
Kimberly-Clark 


Lily-Tulip Cup 
Eli Lilly & Co. 
Lincoln Life Ins. 
Minn. Min. & Mfg. 
Natl. Cash Reg. 
Natl. Dairy Prod. 
Natl. Life Ins. Co. 
Chas. Pfizer & Co. 
Polaroid 

Procter & Gamble 
South. Calif. Ed. 
Southwestern Life 
Standard Oil Cos. 
Texas Co. 

Texas Utilities 
Travelers Ins. Co. 
Union Carbide 


Westinghouse Electric 


drugs, foods, finance companies and the 
tobaccos. Mr. Weedon pointed out that 
stock values often respond to current 
psychology: for example, there was n> 
increase in corporate earnings from 1955 
to 1957 but GNP increased and stock 
prices advanced as P/E ratios were 
marked up on public confidence. We 
are now seeing a return to investment 
fundamentals, with greater attention to 
earnings and income but one does not 
have to take refuge in defensive stocks 
only as many good values will develop. 
He warned, however, not to become 
optimistic too soon. 


Among industry groups favored for 
investment at this time, Mr. Bickford 
mentioned office equipment, electrical 
manufacturing, electric utilities and life 
insurance, with the oils, chemicals, con- 
tainers and rubber companies in second 
place. The aluminums and papers have 
some short-range kinks to eliminate but 
belong in many accounts, while for in- 
come retail stocks, food processors, tele- 
phone and some other utilities fill the 
bill. Mr. Coburn explained that his 
bank’s investment policy ran to company 
selection rather than industry but con- 


curred with most of the foregoing, with 
the addition of photographic, glass, soap 
and some miscellaneous companies like 
MMM and National Lead. 

To the groups previously mentioned 
by Mr. Rice, he added the international 
oils, papers, chemicals and banks in 
areas of growing loan and deposit totals. 
Mr. Weedon thought that hidden possi- 
bilities might be discovered in certain 
industries not presently booming wher: 
prospects appear good for greater pe: 
capita use of product and developmeni 
of new lines, together with upgrading 
of present products to higher profit mar- 
gins by technological means. His sug- 
gestions included aluminum. 
chemicals, electronics, application of new 
metals and personal service industries. 

Mr, Coburn expressed the opinion that 
the automotive stocks, steels, coppers. 


drugs. 
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Research Needed on Bank 
Automation 

A study by the Armour Research 
Foundation, Illinois Institute of Tech- 
nology. indicates a need for basic inde- 
pendent research in the field of bank op- 
erations on an indus ry-wide basis. This 
need is illustrated by the situation of 
two banks of similar size and operating 
characteristics that recently installed the 
same kind of electronic computers. One 
bank reported savings of thousands of 
dollars; the other reported a loss. 

The above situation was cited by S. 
H. Bomar, president, and Dr. F. B. Mil- 
ler, execuiive director, of the National 
Association of Bank Auditors and Con- 
trollers in connection with a recent study 
made for the Association. 


A A A 


@® Standard Oil of California has put 
out a book, “People and Paychecks,” 
that reviews the pay plans evolved by 
the company over 35 years. 








DRUG BUSINESS WANTED ON ATTRACTIVE PLAN 
FOR ESTATES, TRUSTS 


Well known national drug firm is interested in acquiring additional 
established products small or large in drug or allied field. We have a 
proven plan of particular interest to trusts, estates, and family-owned 
companies, under which present owners can continue to receive income 
which would be increased by the growth which we create. One possible 
plan provides an attractive means of disposition for owners who seek 
continued income with capital gain on ultimate sale. 





To anyone whose inquiry evidences real interest we will gladly disclose 
our identity, and provide ample credit information through one of New 
York City’s leading banks. We are principals. You may write in confi- 
dence to Box 180, TRUsTs AND EstareEs, 50 East 42nd Street, New York 17. 





TRUSTS AND ESTATE 
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INVESTMENT COMPANY NOTES 


By HENRY ANSBACHER LONG 


Fiduciary Assets Almost 
5% of Mutual Total 


NVESTMENTS BY BANKS AND INDIVID- 
i serving as trustees, guardians 
and administrators approximate 5% of 
total mutual fund assets, it is indicated 
by a survey of institutional holdings re- 
cently completed by the National As- 
sociation of Investment Companies. As 
of September 1957, 93 open-end com- 
panies, accounting for 80% of assets of 
a total of 136 mutual members, were 
represented in 68,500 fiduciary accounts 
with a value of $341 million. An addi- 
tional $283 million was held by institu- 
tions such as business organizations in- 
cluding employee profit sharing and 
pension funds, religious organizations, 
fraternal and welfare groups, hospitals 
and schools and colleges. 

An analysis by this column of in- 
formation in annual reports discloses 
that at the year end seven mutuals held 
assets totaling $174.5 million in fiduci- 
ary accounts, slightly more than half of 
those reported by the trade association 
as held three months earlier by the 93 
companies it had surveyed. In addition, 
the Lehman Corp., a closed-end com- 
pany. reported at the year end fiduciary 
holdings by individuals, banks and trust 
companies of $12.5 million, equivalent 
to 614% of its total assets. Data for the 
seven mutuals appear in the accompany- 
ing table. 


Survey of Investment Company 
Literature 


“A Survey of the Literature on In- 
vestment Companies 1864-1957” by Gil- 
bert A. Cam is one of the two articles 
which fill the covers cf the Bulletin of 
the New York Public Library for Feb- 
ruary. Mr. Cam is the able executive as- 
sistant in the Library’s main building at 





FIDUCIARY ACCOUNTS OF 
MUTUAL FUNDS* 


December 31, 1957 


Number Value of % 
of Investment Total 
Accounts (thousands) Assets 


Eaton & Howard 


Balanced _.......... 2,146 $ 20,690 128 
Eaton & Howard 

ROGR = a 1,923 9,249 11.4 
Fidelity Fund _... 2,286 8,609 3.7 
Fundamental 

Investors _............ 3,798 22,673 6.8 
Incorporated 

Investors - 2,648 8,726 4.2 
Mass. Investors 

Trast .... ._. 12;937 73,124 1D 
Wellington Fd. _.. 7,625 31,457 52 

(i. en .. 33,363 $174,528 


*Accounts of banks and individuals serving as 
trustees, guardians and administrators. 





42nd Street. The companion piece is 
titled “Henry James and the Bazar 
Letters” and is edited by two university 
faculty members. We doubt if the present 
day investment company industry has 
ever had such high-toned traveling com- 
panions but we question whether such 
a vehicle as this bibliography is the 
proper medium for such association. 
Not that Mr. Cam’s technical pro- 
ficiency in assembling and collating his 
references is not superb. But perhaps, 
due to the fact that most of the criticism 
and unbiased analysis of investment 
company operations and performance 
has appeared in national financial publi- 
cations and certain specialized annual 
compendiums, excluded from his work, 
the serious student of investment com- 
pany developments is likely to get a 
rather one-sided non-critical slant, in- 
deed. Of the 105 references, approxi- 
mately 31 have been published since 
1940, the period of the mutual indus- 
try’s unusual dynamic growth. Five of 
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A mutual investment fund seeking possible growth of principal 


and income primarily through diversified investments 


in selected common stocks. 


Managed by 


EATON & HOWARD 


INCORPORATED 


24 Federal Street 
BOSTON 


BOSTON 


ESTABLISHED 1924 


Russ Building 
SAN FRANCISCO 


Prospectus from your Investment Dealer or the above. 


these are statements made by industry 
executives in booklet form, another five 
are articles written by others working 
in some capacity for these executives, 
four pertain to information furnished by 
the industry’s trade association and an 
equal number deal with government 
publications relating to the Fulbright 
hearings on the stock market.’ Other 
references are to the three books pub- 
lished during the period, three pieces in 
University business school. journals and 
several law journal articles. 

The Canadian mutual developments— 
a major phase in the recent period—can 
be found treated only in a minor way in 
the context of an article on the invest- 
ment company in foreign investment. 
Articles such as Melvin R. Seiden’s “Tax 
Aspects of Canadian Investment Com- 
panies Registered with the S.E.C.,” 
which appeared in the April 1956 issue 
of this magazine, and the splendid piece 
on the same subject published in the 
November 1954 Journal of Taxation are 
not mentioned. 

Notable also because of its omission 
is Hugh Johnson’s invaluable annual 
chart book of mutual performance along 
with additional information it furnishes 
on the majority of funds, which is not 
available elsewhere. Also neglected is the 
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semi-annual Mutual Fund Directory pub- 
lished by Investment Dealers’ Digest, 
containing up-to-date essential facts on 
all mutuals. Then there is the original 
and strictly unbiased annual volume 
edited by Dr. Leo Barnes, economist for 
Prentice-Hall, Inc., which evaluates man- 
agement performance. 

Exclusion of so much current material, 
even within the framework of such a 
bibliography, is not understandable. This 
is particularly the case since we have 
been told that the investment company 
trade association looked over the draft 
of the work with the purpose of making 
possible suggestions. 


Reinvesting Capital Gains 
and Tax Adjustment 


“Our discussion on the proposed re- 
vision of the Mutual Fund Index in the 
two previous issues invited suggestions 
as to classifications by investment policy 
and objective and adequacy of the 
present base period and subsequent in- 
termediate periods of time. Final sug- 
gestions are invited on the desirability of 
reinvesting capital gains and allowance 
for tax if such procedure is followed. The 
latter has been discussed at some length 
in our article on “Proposed Changes in 
Mutual Fund Charts and Tables” Dec. 
1956, p. 1143). 


Three More Funds 
Adopting Contractual Plans 


Three more established mutuals are 
joining the increasing number of those 
adopting the contractual type of periodic 
systematic investment plans. Universal 
Programs, Inc. became a going concern 
in February with the $5 million Phila- 
delphia Fund, sponsored by Fahnestock 
and Co., the mutual to be acquired by 
programholders. Expected very shortly 
to complete registration requirements 
with the S.E.C. are the Columbian Finan- 
cial Development Co., Inc. and _ the 
Channing Corp. The former will offer 
contractual investment plans enploying 
the $45 million Atomic Development 
Mutual Fund, while Channing will 
make available shares of Institutional 
Growth Fund which held assets at the 
year end of $27 million. Several other 
established mutual organizations are 
known to be giving serious consideration 
to such plans, including Aberdeen Fund 
and the Value Line group. 

Approximately twenty established mu- 
tuals are currently available through con- 
tractual plans. A recent survey of the 
National Association of Investment Com- 
panies undertaken for its membership 
up to September of last year indicated 
that the net increase in regular system- 
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A prospectus relating to the shares of any of these separate 
investment funds may be obtained from authorized dealers or 
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atic investing plans was about evenl: 
divided in dollar volume between pro 
grams of the contractual type and thos 

of the voluntary kind. Gross sales of th: 
latter tended to have a slight edge o 

the contractuals, but redemptions of th 

contractuals were lower. However th 

Association of Mutual Fund Plan Spo: 

sors, organized by seven leaders in th 

contractual field, points to the growin: 
interest among established funds and the 
fact that twenty distributed on a con- 
tractual basis at least match the sales 
volume of voluntary plans which have 
been set up by virtually every fund in 
the mutual industry. 

The contractual plan sponsors feel 
that their setup is a more effective long- 
term investment medium. Under this 
plan the greater percentage of the sell- 
ing commission is deducted in_ the 
earlier years, but no more than 50‘, 
of the first year’s payments can be de- 
ducted for such expense. Overall sales 
cost is limited to 9%, which would be 
applicable to the smallest plans. There 
is also a custodian service fee as well 
as a charge for insurance premiums 
when a plan is contracted for with in- 
surance. 

Contractual sponsors claim that the 
“sense of obligation” they impose upon 
the investor to set aside his required 
monthly payments causes their plan- 
holders to achieve a lower rate of can- 
cellation than those with voluntary plans. 
The contractual investor is also made 
aware of the fact that he may lose a 
substantial part of the payments previ- 
ously made under his plan in the event 
of early concellation due to the greater 
part of the over-all sales charges being 
deducted from the first year’s payments. 


A A A 
Treman Heads Bank Fiduciary 


Fund 


New officers have been elected for the 
Bank Fiduciary Fund, the mutual invest- 
ment fund serving New York State trust 
departments without their own common 
trust funds, with the naming of Charles 
E. Treman, Jr., vice president of the 
Tompkins County Trust Co., Ithaca; to- 
gether with D. Russell Chamberlain, vice 
president, Central Trust Co., Rochester. 
and Alfred H. Hauser, vice president. 
Chemical Corn Exchange Bank, New 
York City, as vice presidents. 

As of January 30, 1958 about 40 in- 
stitutions were participating in the Fund 
which reported total assets of $4,909,000 
and a valuation of $102.72 per share at 
that date, versus $96.68 at October : |. 
1957, just after the sharp market ce- 
cline registered in that month. 
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HENRY ANSBACHER LONG INDEX of MUTUAL FUNDS 








Indices are based on fund operation during the period covered and are | No responsibility is assumed in so far as compliance with the Statement 
of Policy is concerned for the employment in whole or in part of the 
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not a representation of future results. They should be considered in the | index by issuers, underwriters or dealers. Principal indices for February 
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Professor David L. Dodd, co-author of the 
standard work, Security Analysis, takes ex- 
ception to the statement of this department 
in the February issue: “There is no simple 
earnings/payment ratio that fills the place 
of the old ‘times fixed charges earned’ as 
a simple measure of the investment qual- 
ity of a bond.” He suggests “possible con- 
sideration of the once familiar ‘tax cushion 
ratio, long used for computing coverage of 
preferred dividends on a pre-tax basis, as 
one affording a relatively simple compara- 
tive measure of coverage and quality, in 
which both fixed charges and debt retirement 
are taken into account as charges. It would 
be computed as follows, assuming an effec- 
tive Federal Imcome Tax rate of 52%: 


Comparative measure of | 
: equals 
coverage and quality f 


Pre-tax income available for 
fixed charges 





Fixed charges plus 
2 1/12 (debt amortization charge). 


“To illustrate, assuming pre-tax income 
available for fixed charges of $300, fixed 
charges of $50 and debt amortization of $12: 


$300 $300 


— equals ———— equals 
$50 plus 2 1/12 ($12) $75 


4 times 





If the numerator shrinks 75% to $75, the 
latter sum would exactly equal $50 of fixed 
charges, $12 of debt amortization and $13 
of tax, that is, a coverage of one time.” 

Professor Dodd points out that this re- 
lationship ignores the effect of depreciation 
as a so-called “source of funds.” In this con- 
nection it should be noted that in each of 
the past five years allocations for deprecia- 
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tion and other non-outlay expenses have pro- 
vided more “funds” for all non-financial 
corporations, than retained earnings or all 
the external sources of funds combined. 

The expression “depreciation as a source 
of funds” is one of convenience. In fact, 
sales or other income are the real sources 
of funds. However, when revenues exceed 
all expenses, including depreciation, com- 
putational convenience is facilitated by add- 
ing back to net income the amount of de- 
preciation (and other expenses requiring no 
outlay) in order to determine the amount 
of “funds” generated by the business. 

Internally generated funds are employed 
for additions, betterments and replacements 
of plant property and equipment and for 
debt extinguishment, as well as for divi- 
dend payments to shareholders. Funds not 
so employed constitute additions to working 
capital. 

The amount of depreciation, thus, can 
contribute substantially to a company’s abil- 
ity to maintain interest and amortization 
payments on outstanding debt. 

On the assumption that expenditures for 
physical plant are deferrable, and that divi- 
dends may be omitted during periods of 
financial stress, we can compute a “cover- 
age ratio” by relating income before depre- 
ciation, fixed charges and Federal taxes on 
income to fixed charges and debt amortiza- 
tion. Or, expressed as a fraction, assuming a 
tax rate of 52%, we have the following 
relationship: 

Comparative measure of | ie 

coverage and quality ‘he cuen 

Income before depreciation, 
fixed charges and taxes 





Fixed charges plus 
2 1/12 (debt amortization charge) 





CATERPILLAR TRACTOR CO. 
W. H. FRANKLIN, vice president 


Domestic sales will be somewhat 
lower than in 1957, but the foreign out- 
look is more favorable. A prolonged 
downturn in U. S. business, however, 
would affect the ability of the rest of the 
world to buy U. S. products as reduced 
imports curtail dollar purchasing power. 

The cost squeeze will be a major prob- 
lem in 1958. Wages have risen faster 
than productivity and increases in both 
wages and steel are a possibility, forcing 
a choice of raising product prices in the 
face of low demand or netting lower 
profit. 
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This ratio is in effect a “crash coverage’ 
in that it measures the capacity of a company 
to meet interest and amortization payments 
from operational revenues if pushed to the 
limit. Most companies will not be able to 
postpone expenditures for betterment or 
additions to plants indefinitely, if they are 
to maintain a competitive cost structure. 
Hence, the allocation of all funds generated 
as a result of charging depreciation to debt 
extinguishment is an expedient that will be 
limited in time. 

The recognized compendia of financial 
data published by statistical and investment 
services present a large number of operat- 
ing and financial ratios, including three 
measures of “times charges earned” for all 
important publicly-owned companies with 
long-term debt. Shown are fixed charges 
earned: before Federal Taxes and deprecia- 
tion; before Federal Taxes and after depre- 
ciation; after Federal Taxes and deprecia- 
tion. When preferred stock is outstanding 
in addition to long term debt, there is 
shown also a ratio of “times charges and 
preferred dividends earned.” 

Security analysts seeking to evaluate a 
company’s capacity to meet both interest 
and amortization payments from internally 
generated funds must dig out, in the de- 
scription of the outstanding securities, in- 
formation as to the amount of required sink- 
ing fund payments and relate these pay- 
ments along with fixed charges to levels of 
income “before depreciation” and “before 
fixed charges.” 

Income before depreciation is more com- 
pletely described as “income before depre- 
ciation, fixed charges and Federal Taxes on 
income,” while income before fixed charges 
is “income before fixed charges and Federal 
Taxes on income.” 





Long term outlook is for earth-moving 
and related equipment volume to in- 
crease more rapidly than national pro- 
duction in the U. S., and for foreign 
sales expansion at an accelerated rate. 

New York Society, Feb. 10. 


CHASE-MANHATTAN BANK 


GeorcE CHAMPION, president and 
Davip ROCKEFELLER, vice-chairman 


Lower interest rates are not expected 
to reduce 1958 earnings below the $4.24 
reported for 1957. They expect to hold 
operating expenses to the level of last 
year. 

The prime rate of 414% remained 


in force for only four months so that 
at the new rate of 4% it is expected that 
the 1958 average will not fall much 
below the 1957 figure of 4.33%. Higher 
yielding Governments will raise return 
on security holdings, but switching for 
better yields has registered some losses. 

To support an estimated gross na- 
tional product of $600 billion, bank de- 
posits of $275 billion will be needed b) 
1968. A deposit rise of 40%, or $8) 
billion in deposits, is necessary to reac’) 
this level, compared with an increase of 
$50 billion in the past decade. Banking 
reforms will be needed, including re- 
duction in primary reserves. 


New York Society, Feb. 20. 


TRUSTS AND ESTATIS 
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CORN PRODUCTS REFINING CO. 


W:LLiAM T. Brapy, president 


Company is a manufacturer of grocery 
products and chemicals, a refiner of 
sugar, and a producer of farm feeds. : ; 


Corn processing requires a large invest- | A Look who’s reading ' 
ment so that little new competition has | - an Annual Report! 


s 
s 
4 
‘ 
; 


-—-_= 


arisen in recent years but there are ten | 
established competitors. | 
Capacity is sufficient to handle 25% 
more tonnage with very little additional 
capital outlay. New product research 
and development run $3-$4 million an- 
nually. In 1957, capital expenditures 
4 totaled $15 million on a world wide 
basis, covered about 60% from deprecia- 
tion and the balance from earnings. 
Common dividends have been paid with- 





out interruption since 1920, and have 
been increased twice in the last 15 
: months. 


This company and its competitors 
jointly process about 4% of the nation’s 
total corn crop. The Company’s own pur- 


_ chases from corn farmers represented 
I about $70 million cash income, more 
h than 50% produced in Illinois. 


Investment and Analysts Society of 
Chicago, Jan. 30. 


NATIONAL DISTILLERS AND 
is CHEMICAL CORP. 
Joun E. BieRwirtH, president 


Net profits for 1958 are expected to 














ly exceed $25 million, about 8% over the 
e- $23 million reported for 1957. 
n- Chemical sales for 1957 were up about 
k- 10‘; to $121 million, while beverage 
7 ‘ sales declined 3% to $417 million. 
ee \ational Petro-Chemicals Corp., for- 
merly owned jointly with Panhandle 
oi Restern sid sae de ean! “Yes, your Dayton Power and Light “Perhaps they had women like you in 
on rin ned. 1 -5 million shares of National Company report came-and I got inter- | mind when they put out this report. I 
se Distiller’s common stock were issued in ested. I never realized before all the _ see they’re building more generating 
ral | 1957 to acquire Panhandle’s 40% in- things DP&L does to help customers. capacity-plus acquiring land for the 
terest. And, Henry, DP&L women stock- /future-and havea nuclear reactor pro- 
A loss of about $700,000 is expected holders outnumber men 7,230to04,718!” gram. They’re really going to town!” 
- in 1958 for Mallory-Sharon Metals Corp. 
(jointly owned with P. R. Mallory & 
SD a.) Rcuenes a talbeiine ta Sani | YES, DP&L IS “GOING TO TOWN!” We serve a million people in a 
c production and starting costs of a zir- | prosperous 24 -county area of West - Central Ohio. The growth of this 
ler conium plant. diversified farming and manufacturing area has been steady... and 
im : ‘ | our job is to build ahead. The coupon below will bring you a copy 
ee ‘ew York Society, Feb. 6. | of cur ommual reget. — 
ait NORTH AMERICAN AVIATION, INC. | - i EE ale al oes 
ma nN oy ee ee | ce 
de- J... Arwoop, president The Dayton Power and Light Company 
by § though very much in the missile, 25 North Main, Dayton 1, Ohio 
389 FB sat ilite and space business, manned air- 
ch. Tl che lt whosdd continue 0 most important Please send me a copy of your 1957 Annual Report. 
of prc iect for the foreseeable future. This NAME 
ing 7 is — recognition of the fundamental fact an 
r- @ the certain military objectives require es ae 
§ bw san judgment and on-the-spot con- Sead for your free copy CITY ZONE STATE 
tre In development is a manned system baa 
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capable of two thousand miles per hour 
at altitudes up to seventy thousand feet. 
Company now has 49,000 employees, 
a reduction of about 22,000 since July. 
1957 sales reached an all time high of 
more than $1 billion, but sales of $750 
million are forecast for 1958. Renegotia- 
tion boards continue to hamper the air- 
craft-missile industry. Redress from arbi- 
trary decisions of five men at a tax 
court of the U. S. involves delays of 
seven to ten years before the result of a 
year’s operations are determined finally. 
During fiscal 1957, 26 of the re- 


negotiation board’s 58 excess profit 


findings were appealed to the tax court, 


making a substantial segment of the op- 
erating success of the defense industry 
dependent upon court decisions, rather 


than upon the work of engineers, 
scientists and production experts. 


New York Society, Feb. 18. 


WARNER-LAMBERT 
PHARMACEUTICAL CO. 


ALFRED E. Drisco.., president 


Volume and earnings have increased 
each year from $2.95 a share in 195], 
when stock of its predecessor, Warner- 
Hudnut was offered to the p»blic, to 
$5.43 in 1957. 





* 
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Prompt, Personalized 
Attention Backed By , 
Over 67 Years Of 
TRUST AND ESTATE 
EXPERIENCE 


including 


Estate Planning 


Estates and Trusts 


Investment Service 


Custodian Accounts 


Guardianships 


Committeeships 


Corporate Trust Services 
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KINGS COUNTY 
TRUST COMPANY 


Established 1889 
FULTON STREET at the corner of COURT SQUARE 
in the Heart of the Civic Center, Brooklyn 


Member Federal Deposit Insurance Corporation 





Composition of products has changed 
from 70% toiletries and cosmetics in 
1951 to about 41% in 1957; pharma- 
ceuticals representing now almost 60% 
of domestic sales. 

In the field of ethical pharmaceuticals, 
continued sales growth is_ predicted, 
fortified by several new formulations to 
be introduced over coming months. “In 
its new research facilities, the Company 
is developing new products of great 
promise, as well as investigating new ap- 
plications for present products.” 

Cash flow from current earnings and 
depreciation allowances, added to exist- 
ing reserves, are expected to meet all 
capital requirements, including planned 
capital additions and improvements, and 
maintain dividend disbursements at the 
current rate. 

New York Society, Feb. 4 


A A A 


Southwestern GSB Announces 
Faculty 


Outstanding bankers, economists and 
professors from over the nation will 
serve on the faculty of the Southwestern 
Graduate School of Banking at Southern 
Methodist University, Dallas, during its 
initial session, June 8-21. The School is 
sponsored jointly by the University and 
the Dallas Clearing House Association. 

Trust courses will be taught by: Floyd 
O. Shelton, vice president and senior 
trust officer, Fort Worth National Bank 
(trust accounting and administration) : 
George M. Irving, vice president and gen- 
eral trust officer, Bank of the Southwest. 
Houston (organization and operation of 
the trust department); Joseph A. Me- 
Clain, Tampa, Fla., attorney (the law of 
trusts) ; and Edwin P. Neilan, president, 
Equitable Security Trust Co., Wilming- 
ton, Del. (functions of the trust depart- 
ment). 


Other topics of interest to trustmen 
include developments in the oil and gas 
industry presented by Eugene McElvany. 
senior vice president of First National 
Bank, Dallas; personnel problems and 
training taught by Gordon A. Bradt, sec- 
ond vice president, Continental Illinois 
National Bank & Trust Co., Chicago: 
public relations and the bank officer, by 
Allen Morgan, executive vice president, 
First National Bank, Memphis, and new 
technologies. in bank operations by / 
R. Zipf, assistant vice president, Bank 
of America, N.T. & S.A., San Francics». 


Catalogue or application reques 
should go to Dr. Richard B. Johnson, 
Box 269. Southern Methodist Universit’, 
Dallas 5, Texas. 
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(Y\HE CURRENT HEARINGS IN WASHING- 

Os on the status of the national 
atomic energy program emphasize the 
fact that atomic energy is attracting 
more and more industrial expansion and 
investment. They also underline the fact 
that nuclear energy still has some way 
to go to attain full stature as an invest- 
ment field in the usual meaning of the 
term. 

This year’s so-called “Section 202” 
hearings under the Atomic Energy Act 
of 1954 saw the usual parade of wit- 
nesses from the Commission, industry, 
labor, farm organizations and_ public 
power groups. The act requires the Con- 
gressicnal Joint Atomic Energy Com- 
mittee to conduct hearings annually to 
receive information concerning the “de- 
velopment, growth and state of the 
atomic energy industry.” 

Analysis of the testimony before the 
committee, recent public statements of 
atomic energy leaders and new develop- 
ments in the field in just the last month 
shows that long-term trends are pointed 
up for those concerned with investments 
in industries now in or planning to get 
into atomic energy. Summarized, these 
trends are: 

1. The electric utility industry is 
not dragging its heels in its aggressive 
drive “aimed at bringing about eco- 


NUCLEAR ENERGY REPORT 


Developments of Investment and Commercial Interest 


Cost BREAK-IT HROUGH AND INDUSTRIAL SAVINGS 


VINCENT R. FOWLER 


nomic nuclear power” with 123 com- 
panies engaged in a broad industry 
program of nuclear power research, 
development and construction. By the 
end of 1959, the four-year cumulative 
total investment of the investor-owned 
industry in nuclear power develop- 
ments will be more than $230,000,000. 
But the industry will need govern- 
ment financial assistance for years 
ahead before it reaches its goal. 

2. The peaceful atom in industry 
is quietly beginning to pay off in 
measureable dollars and cents on the 
huge national investment. 

3. The atomic energy industry has 
been shorn of some of its glamour and 
identified for what it is. Except for 
production of uranium and the pro- 
vision of specialized services . .. the 
industry primarily is a new dimension 
of segments of established industry. 


Continued Investment in Nuclear 
Power 


The electric utility industry was repre- 
sented at the Washington hearings by 
Elmer L. Lindseth, president of Cleve- 
land Electric Illuminating Co. and chair- 
man of the Atomic Power committee of 
Edison Electric Institute. 

Mr. Lindseth testified that annual ex- 
penditures by the 123 companies in the 
nuclear field increased about three-fold 
from $14,000,000 through 1955 to 
$39,000,000 in the year 1957. 

Electric utility expenditures for atomic 


Senior Vice President, Bozell & Jacobs, Inc. in charge of Nuclear Energy Division 


development are expected to hit $60,- 
000,000 this year and $93,000,000 in 
1959. The companies have nine projects 
either in operation, under construction 
or contract, involving more than $320,- 
000,000. Five more projects in various 
stages of planning are expected to re- 
quire further investment of $200,000,- 
000. Twelve other nuclear research, de- 
velopment and study projects are under 
way. 

Prior to his Washington appearance, 
Mr. Lindseth made a statement that this 
nation has a substantial edge over other 
nations in developing useful power from 
the atom. He told the Congressional 
committee, however, that “continued ex- 
pansion of the current (nuclear power) 
program will require continuance and 
probably an increase in government fi- 
nancial assistance and participation.” He 
urged that Congress grant “broad ad- 
ministrative authority,” presumably to 
AEC, in the handling of such govern- 
mental assistance, and that incentives 
be flexible. 


“Competitive” Power Target 
Announced 
Meanwhile, Pacific Gas & Electric Co. 
announced plans for a 60,000 kilowatt 
boiling water reactor, which the com- 
pany said “would break the cost barrier 
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to commercial atomic electric power.” 
P.G. & E. estimated that the plant was 
being designed for producing “8-mill” 
power which is competitive with power 
produced conventionally on the com- 
pany system. Further, P.G. & E. an- 
nounced it will finance the project alone, 
with Bechtel Corp. handling design. 
Verbal sparks flew in the A.E.C. over 
another development: a nuclear power 
plant proposal filed last December by 
Pennsylvania Power & Light and West- 
inghouse Electric resulted in the first 
public split in the five-member Atomic 
Energy Commission in some time. Mem- 
ber John S. Graham said that the pro- 
posal — for a 70,000 to 150,000 kilo- 
watt advanced-type homogeneous re- 
actor — is premature since many tech- 
nological problems remain. The other 
commissioners have approved in princi- 


ple. 


The Atom “Will Save Industry 
Billions” 


Dr. Willard F. Libby, former Uni- 
versity of Chicago chemist and a mem- 
ber of the Commission in a recent press 
conference with the New York Herald 
Tribune predicted “by 1962 (atomic 
science) will be saving industry over 
five billion dollars annually. It will ex- 
ceed the present AEC budget by almost 
a factor of 2.” 


While he did not cite statistics on 
how this estimate was arrived at, Dr. 
Libby said in the same interview that 
“uses of atomic energy in industry alone 
are repaying between 5 and 15 per cent 
annually on the total (national) invest- 
ment.” This calculation did not include 
benefits derived already from applica- 
tions for atomic power, medicine and 
research. 


Agree More Government Suksidy 
Necessary 


Prior to the Congressional Committee 
hearing, three reports on trends in think- 
ing within the atomic energy industry 
agreed that: 


1. Acceleration in atomic energy de- 
velopment is needed 


2. Such acceleration will require 
more government assistance — in 
short, subsidies 

3. A clear-cut definition of U. S. 
atomic energy objectives is badly 
needed. 

The reports were based on: conclu- 
sions of seminars conducted last Novem- 
ber by the Joint Committee; a poll of its 
425 members by the Atomic Industrial 
Forum, the industry’s trade organiza- 
tion, and results of a poll of 85 top 


_American atomic leaders by Nucleonics 


magazine. 
How government “assistance” should 





investors. 


operation with such clients. 
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Investment Advisory Service 


BROWN BROTHERS HARRIMAN & Co. has served for many 
yeats as investment adviser to a substantial group of clients 
throughout the United States. 


Our staff includes specialists experienced in the invest- 
ment problems confronting trustees and other institutional 


We welcome inquiries regarding our program of co- 


BROWN BROTHERS HARRIMAN & Co. 


PRIVATE BANKERS 
59 Wall Street, New York 5 


PHILADELPHIA 
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be provided found less agreement in th: 
studies. More government-sponsored re 
search and development activity in non 
government facilities was most ofte: 
mentioned. Other suggestions advocate; 
included subsidies on fuel costs and cap 
ital costs, and some modification o 
government procurement policies an 
practices to increase economic incen 
ilves. 


Scientific Perspective 


The clearest exposition yet on the 
reason for atomic energy industry ex 
pansion and the effect of policies fol- 
lowed up to now was given by Dr. Nor- 
man Hilberry, Director of Argonne Na- 
tional Laboratory, in an interview pub- 
lished by the Atomic Industrial Forum 
monthly “Memo” last month. 


Dr. Hilberry said that the rate of 
development maintained in recent years 
would give the U. S. power from nuclear 
fuels at costs comparable with other 
fuels within 15 to 20 years, which he 
said would meet this nation’s needs. 
He estimated three “generations” of 
power reactors to attain the goal of 
competitively priced power from nuclear 
fuels, assuming “vigorous” continuation 
of the present program and prompt ap- 
plication of experience gained in one 
“generation” or stage in subsequent 
projects. 

He said the “overlapping” of these 
projects was a “gamble” which could 
only be justified on national policy 
grounds in the light of international con- 
siderations, that more than just tech- 
nical factors were involved, but indi- 
cated improvements could be made in 
the program other than by just adding 
reactor projects. 

“One area in which speed-up could 
undoubtedly be achieved falls not in the 
design and construction of different re- 
actors, but in a much intensified pro- 
gram of fuel element fabrication and 
processing. Simple, cheap fuel elements 
and processing methods can make sig- 
nificant, probably swift cost reductions. 
The present reactor design and con- 
struction program should give answers 
to the reactor systems’ questions, but 
they will not necessarily produce fast 
results in the areas of core development 
and processing. 

“This fuel element program can be 
carried on independently of particular 
reactor design. It would require a sig- 
nificant expansion of basic and fabri- 
cation metallurgy, of the irradiation 
facilities available for fuel testing, an: 
finally of chemical engineering proces 
studies.” 
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New Market for a New Industry? 


It is the history of American indus- 
try that once a market demand is cre- 
ated that offers a profit, the industrial- 
isis find a way to satisfy that market 
by taking an idea from the laboratory 
onto production lines. 

Industrial heat has been dubbed the 
“sleeping giant” of the atomic energy 
industry. Characterizing industrial heat- 
ing as a new market potential for atomic 
energy, Nucleonics points out that of 
the total energy consumed in the U.S., 
more than 80% is used directly in the 
form of heat, and that use is growing, 
e.g. steam is utilized in quantity in the 
processing of such products as textile 
fibers, chlorine and alkali, fertilizers 
from phosphoric acid, petroleum, anti- 
biotics, pulp and paper, alumina, refined 
corn products and in metallurgy. 

Any one of the half dozen nuclear 
reactor concepts now being pursued 
could be adapted easily for this purpose 
and the limited performance demand of 
a low temperature industrial heat reactor 
would allow many 
gineering design. 


economies in en- 


Isotopes are in wide use for gauging, 
tracing and other purposes, and are 
especially valuable in control operations 
in industry. But one consequence of this 








increased use is the growing potential 
of radiation accidents such as the widely 
reported one at the M. W. Kellogg Com- 
pany in Houston. California Congress- 
man Chet Holifield, chairman of the 
Congressional Joint Committee’s sub- 
committee on radiation, said recently 
that he expects “more” such accidents 
despite the tightening of A.E.C. regu- 
lations which followed the mishap, as 
human fallibility makes a certain num- 
ber of accidents inevitable. 


The Industry Takes a Look at Itself 


Combining the “AtomFair” — the 
industry’s annual trade fair — with a 
management conference and _ several 
other meetings, the 1958 Nuclear Con- 
gress (March 17-21) at Chicago) will 
draw leaders from industry, government 
and research laboratories to exchange 
ideas. 

The management conference, spon- 
sored jointly by the Atomic Industrial 
Forum, Inc. and the National Industrial 
Conference Board, also includes the 
Nuclear Engineering and Science Con- 
ference and a Hot Laboratories and 
Equipment Conference. 


Key Job in Nuclear Ship Reactors 


In a program held to be one of the 


As one stockholder to another... 
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most important in the future develop- 
ment of merchant ship propulsion, the 
Atomic Energy Commission and _ the 
Maritime Administration have chosen 
the General Atomic division of General 
Dynamics Corp. to make a study cover- 
ing nuclear propulsion for ships using 
a gas-cooled reactor and a closed-cycle 
gas-turbine system. Eighteen companies 
bid for the contract which calls for a 
five-to-seven-year program leading to a 
“land-based prototype.” 

Dr. Frederick de Hoffman, general 
manager of General Atomic, told the 
Joint Committee that his firm’s study 
showed the system had “great promise” 
but success depended on advancing gas- 
cooled reactors and gas turbines “be- 
yond existing technology.” 

The search is on for more compact 
and higher-powered reactors than the 
plant in the submarine Nautilus. There 
is no doubt that the saving in weight 
and volume eventually to be offered 
merchant and passenger ships by nuclear 
over conventional propulsion is im- 
portant to our future merchant marine. 


Japanese Shopping for Reactors 


Two final items merit comment: the 
arrival of a Japanese group to negotiate 


(Continued on page 283) 


Youngster Davy Milburn and oldster Fred Lawrence 


WT” 


The Treasurer . . 


THE DETROIT EDISON CO. 


Detroit 26, Michigan 


have much in common today. This is Annual Report 
day for these two Detroit Edison stockholders. 


Davy doesn’t understand all Fred has been saying but 
it makes mighty good sense. For instance, Fred’s been 
telling him how Edison keeps on growing year after 
year. In fact, since 1947 plant capacity has more than 
doubled. So has plant value. It has now passed the 
billion dollar mark. 


For the year 1957, power to supply Edison’s 7,600- 
square-mile service area was up 6%. Cash dividends 
of nearly $25 million were declared, representing $2.00 
per share as compared with $1.85 per share the previ- 
ous year. Detroit Edison hasn’t missed a quarterly 
dividend for 49 years. 


There’s lots more Fred could say about the growth of 
Detroit Edison and Southeastern Michigan as well as 
what the company is doing to help both prosper. 
It’s all there in the Annual Report and it makes good 
investment reading. Would you like a copy? Write— 








Investing in a better future 
for Southeastern Michigan 











REVIEWING WILLS AND TRUSTS 
from Viewpoint of Pchioal "Alalsiniabinadiinn 


WILLIAM W. GRAULTY 


Assistant Secretary, The Connecticut Bank and Trust Company, Hartford, Conn. 


\\ ] WILE THE REVIEW AND ANALYSIS OF 
proposed wills and trust agree- 
ments by an experienced trust officer or 
department attorney assist the attorney 
and the beneficiaries of the estate or 
trust, the primary purpose of a bank in 
performing this function is that of re- 
ducing the cost of administration of 
such accounts. This paper submits some 
of the problems which we have en- 
countered in the past two or three years, 
both in administration and in review- 
ing instruments. Since the solutions to 
many are dependent on local law, it 
would be impractical to give universal 
answers, nor is it claimed that any par- 
ticular answer is the only solution avail- 


able. 


Devise of Real Estate 


A specific devise of real estate, par- 
ticularly described by street number, 
location, etc., may be adeemed by dis- 
position of the property during the 
testator’s lifetime. If residential real 
estate, the question may arise whether 
the testator intended after-acquired resi- 
dential real estate to be substituted for 
the property described. Subject to the 
specific desires of the testator, it is sug- 
gested that a general devise of any and 
all real estate or interests in real estate 
may serve the testator’s purposes equally 
as well as the specific devise and would 
preclude any question as to his intent. 
The general devise may be broad, in- 
cluding both permanent residential prop- 
erty and such property as summer and 
winter houses, or may be limited to one 
or the other. Care should be taken to 
exclude from the general devise such 
property as mortgages and leases which 
under local law could be held to be in- 
terests in real estate. 


Cost of Delivery of Personal 
Property 
The delivery of tangible personal 


From address before 39th Mid-Winter Trust 
Conference, American Bankers Association, Feb. 
11, 1958. 


248 


property to the beneficiary at his princi- 
pal residence requires the executor to 
incur the usual costs of delivery, includ- 
ing insurance, which expenses would be 
properly charged against the general 
residuary estate. If the costs of delivery 
will be substantial in relation to the 
value of the property in question or 
the value of the general residuary estate, 
the residuary beneficiaries might ques- 
tion the propriety of paying such ex- 
penses out of the estate. It would seem 
appropriate to mention these matters to 
the draftsman and his client and to have 
the bequest expressly cover the problem. 


Destruction of Insured Personal 
Property 


We have recently been advised by 
counsel in a case involving total destruc- 
tion of an insured automobile prior to 
the testator’s death that the legatee of 
the automobile was not entitled to the 
insurance proceeds. Although this ques- 
tion will arise but infrequently, it is sug- 
gested that, if the testator clearly in- 
tends to make a specific bequest of in- 
sured personal property, it include any 
insurance policy or policies relating to 
such property and/or proceeds payable 
with respect to it. The inclusion of the 
insurance policies or the proceeds there- 
of as part of a devise could also obviate 
the problem arising as a result of the 
destruction of specifically devised real 
estate where the buildings are damaged 
or destroyed by fire or other casualty 
prior to death. 


Pourover Wills: Payment of Taxes, 
Expenses, and Debts from Trust 
Estate 


It is not unusual to find in a pour- 
over will provision for the payment of 
debts, administration expenses, and 
taxes out of the residue of the estate. 
After disposing of the real and personal 
property to the spouse or children, the 
will directs the balance of the estate be 
paid over to the trust. This type of estate 
plan appears to be attractive in the 


moderate size estate where the donor- 
testator’s existing estate consists of life 
insurance, a home, tangible personal 
property, a small amount of savings or 
government bonds, but very little else 
in the form of liquid assets. What is 
often overlooked by the draftsman is 
that the trustee is not given the power 
to make loans or advances to the estate 
or to purchase assets from the executor 
of the donor’s estate, thus leaving the 
estate without liquid funds to meet estate 
debts, expenses, and 
taxes. It is suggested that such power 
also expressly encompass the payment of 
administration expenses and debts as 
well as taxes, and that taxes, in turn, in- 
clude by definition interest and penalties. 


administrative 


Under Connecticut’s statute, if the 
trust is amended subsequent to the date 
of execution of the will, it is necessary 
to execute a codicil to the will. To guard 
against inadvertently overlooking this re- 
quirement, we have seen one law firm 
affix a statement to this effect on ihe 
front of revocable trusts executed in con- 
junction with pourover wills, a practice 
which might be adopted by the corporate 
fiduciary to protect itself from future 
criticism. 


Tax Clauses 


Where, as in Connecticut, the bene- 
ficiaries succeeding to the property 
must bear the death tax unless it is other- 
wise provided in the will, this casts on 
the executor the time-consuming prob- 
lems of computing each beneficiary’s pro 
rata share of the taxes and collecting i! 
from them where the property is not i: 
cash or liquid form. Further, where the 
draftsman has failed to provide for th 
payment out of the estate of taxes at 
tributable to an inter vivos revocabl 
trust which terminates at the donot 
testator’s death, the trustee cannot freel 
divest itself of the trust estate until th: 
state and federal tax liabilities are full 
and finally determined. This is not t 
suggest that the so-called broad ta 
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claise is the answer to all evils or is 
appropriate in any given case; it is sug- 
gesied, however, that this is clearly an 
important area for review by the corpo- 
rate fiduciary. 

\Vhere the surviving spouse is given 
a power of appointment over a marital 
deduction trust, it may be advisable to 
provide for the payment out of the prin- 
cipal of the trust (before distribution) of 
the pro rata portion of the state and 
federal estate taxes incurred by reason 
of the inclusion of the trust in the sur- 
viving spouse’s estate. In the absence of 
such a direction and if the spouse’s wili 
directs the payment of all taxes out of his 
or her estate, the entire burden thereof 
is borne by the residuary beneficiaries of 
the spouse’s estate, and the appointees or 
takers in default of appointment take 
the trust principal tax free. 


Exercise of Testamentary Power of 
Appointment by Specific Refer- 
ence 


Whether the donee of a testamentary 
power of appointment has effectively 
exercised the power by a general resid- 
uary bequest, which includes a general 
reference to property subject to any 
power of appointment or disposition, 
creates a problem which is frequently 
not resolved without resort to counsel’s 
opinion or litigation. A device now fre- 
quently employed to obviate the problem 
is the requirement imposed by _ the 
creator of the power that the instrument 
exercising it specifically refer to the par- 
ticular power. 


Marital Deduction Trusts Generally 


We recently reviewed a power of ap- 
pointment trust which provided that the 
income was payable to the wife only so 
long as she was competent, with no 
power to pay to her conservator or to 
apply the income for her benefit. This 
raised the question whether the trust 
would qualify for the marital deduction. 
and clearly the administration of the 
Whole estate could be substantially upset 
fromm the tax and liquidity points of 
view if the deduction was disallowed. 

‘nother matter to look for is the so- 
caled specific bequest or “dollar 
amount” formula type of trust which 
cai’ result in capital gains or losses at 
the time the trust is funded if the assets 
sel over in satisfaction of the specific 
ar »unt have appreciated or depreciated. 
It iay be advisable to suggest the use of 
the “fractional share of the residue” type 
of trust to avoid this problem and to 
ins ‘re against the unintended and harsh 
res lts which could arise in a period of 
un -ttled market conditions. It is also 
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possible to have the will direct the execu- 
tor as to the manner of funding of the 
marital and nonmarital trusts and to 
provide for a predetermined allocation 
of various types of assets to these trusts. 

Time-consuming difficulties arise 
where the will directs the taxes to be 
paid out of the residue of the estate and 
the marital deduction trust is, for ex- 
ample, an amount equal to one-half of 
the residue of the estate but no provision 
is included for payment of the taxes sole- 
ly out of the nonmarital residual estate. 
The computations of the value of the 
marital deduction trust and the federal 
estate tax are interdependent and can be 
determined only by the use of a compli- 
cated mathematical formula. 

We find it administratively convenient 
to have authority in the will to set up a 
marital deduction trust on an estimated 
basis shortly after starting to administer 
the estate, subject to final adjustment 
upon audit of the federal estate tax re- 
turn and court approval of the executor’s 
accounts. This prevents the long term 
payment of a widow’s allowance at the 
expense of the nonmarital beneficiaries, 
and it puts the surviving spouse in funds 
at a minimum of inconvenience during 
what is a period of emotional readjust- 
ment. Depending on the size of the 
estate, certain income tax benefits could 
accrue as the result of the creation of this 
additional taxpayer. 

It is suggested that, where there is a 
possibility that the marital deduction 
trust will be of minimum value (e.g., by 
reason of extensive holdings of jointly 
owned property), the draftsman might 
include a provision to the effect that the 
trust will only be effective if the value 
of the assets actually to be transferred 
to it is at least a fixed minimum amount, 
and otherwise the property is to pass out- 
right to the surviving spouse. 


Common Disaster Clause: Survivor- 
ship Period 


We often find that the use of the 
proper presumption in the case of a 
common disaster is overlooked, particu- 
larly where it is clearly beneficial to 
take advantage of the marital deduction: 
that is to say, where the tax on two 
estates together with administration fees 
will be less than one tax on the larger 
of the two estates. In addition, we have 
seen instances where the presumption 
is properly inserted in a pourover will 
but omitted in the trust, thereby nullify- 
ing the attempted use of the marital de- 
duction. Likewise, there may be incon- 
sistencies in the use of the survivorship 
period in conjunction with the pourover 
will and trust. Clearly, the conditions 


should be the same; and, in case of a 
contingent life insurance trust, the terms 
of the policies should also be consistent 
with the conditions set forth in the will 
and trust. 


Power to Use or Apply Principal 


Where a beneficiary is entitled to so 
much of the principal as she may request 
in writing or otherwise, the draftsman 
may inadvertently overlook the possibil- 
ity of the incapacity of the beneficiary 
short of actual incompetence which 
would prevent her from acting on her 
own behalf, and may fail to authorize the 
trustee to use and apply the principal 
for stated purposes. We find the power 
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omitted more often in inter vivos re- 
vocable trusts than in_ testamentary 
trusts; and in some situations, the lack 
of the power might lead to the unneces- 
sary appointment of a conservator of the 
donor’s estate in order to protect the 
fiduciary in making payments to or for 
the benefit of the donor-beneficiary. 


Power to Determine Whether Re- 
ceipts are Income or Principal 


This power permits the trustee to 
avoid the harsh consequences of the 
Uniform Principal and Income Act and 
the probate accounting rules developed 
by statute or case law. As an example, 
it is extremely helpful where there are 
payments of future profits of a partner- 
ship or unincorporated business to the 
deceased partner’s or co-owner’s estate, 
the asset clearly being an income item 
for probate and income tax purposes, 
but which, if treated as such by the 
trustee succeeding to the property, could 
result in an immediate way out of what 
may well have been the testator’s major 
asset for the support of his wife and fam- 
ily over an indefinite period. Discretion- 
ary allocation of a portion of such re- 
ceipts to the income beneficiary and the 
balance to the principal of the trust 
would permit the trustee to carry out the 
obvious intention of the testator and 
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preclude pussible litigation by the in- 
come beneficiary and/or the remainder- 
men. The existence of this power would, 
for example, permit the trustee to pro- 
tect the remaindermen in a corporate 
spinoff or dividend situation such as 
may result in the DuPont case where 
the Uniform Act would require the dis- 
tribution of General Motors stock to 
be treated as income. 


Indirect Power of Appointment in 
Bene ficiary-Co-trustee 


Where the beneficiary is the bank’s 
co-trustee, the terms of the trust may 
inadvertently create a general power of 
appointment in the beneficiary which 
could result in taxing the income to the 
co-trustee whether paid to her or not 
and, under certain circumstances, cause 
the entire principal to be includable in 
her gross estate for federal estate tax 
purposes. For example, the widow is the 
bank’s sole co-trustee of a spray type of 
residual trust, the trustees being given 
absolute discretion to pay the income 
and principal to the widow and the 
testator’s issue for their maintenance, 
support, comfort, and happiness. The 
bank does not have an adverse interest 
in the trust, and the widow could be 
held to have the power alone to pay the 
principal to herself for her “comfort” 
or “happiness,” neither of which con- 
stitutes an ascertainable standard re- 
quired by the Internal Revenue Code. 
She could be held to have a general 
power of appointment over the princi- 
pal.' While it is not as clear a case, the 
income, although paid to her children 
or accumulated by the trust, might also 
be taxed to her because of the existence 
of this power.” 

When faced 


existing estates, 


with this situation in 
we have suggested dis- 





‘Internal Revenue Code, Sec. 2041(b); Reg. 
£20.2041-3 (proposed); Reg. 105, Sec. 81.24 (1939). 

“Internal Revenue Code, Sec. 678(a), Reg. 
§1.678 (a) -1. 


claimer by the holder of the powe-, 
which under Section 2041(a) (2) of the 
Code does not constitute a release of tle 
power, provided the disclaimer is ui- 
equivocal and effective under local law 
and is made within a reasonable tine 
after the holder of the power becomcs 
aware of its existence. The gift tax (Sec. 
2514(b)) is consistent with this pro- 
cedure and provides that such a dis- 
claimer is not a transfer of property for 
the purposes of that tax. In these cases 
a copy of the disclaimer has been filed 
with the probate court as well as with 
the executor and trustee. 


Standards for Discretionary Invas- 
ion of Principal and Allocation 
of Income 


Frequently, the draftsman employs 
language in this area without too much 
thought to the administrative and tax 
consequences. Power to use principal for 
the beneficiary’s comfort, welfare, happi- 
ness, or benefit as well as for support 
and maintenance results in a very broad 
possible use of the estate and makes it 
difficult to refuse almost any reasonable 
request of the beneficiary. Conversely, 
the use of only so much of the principal 
as may be necessary for the beneficiary’s 
support and maintenance is a most re- 
strictive standard. A provision either to 
take into account the beneficiary’s other 
sources of income and/or principal or 
to ignore the same will have a substan- 
tial bearing on the trustee’s exercise of 
its discretion. 

The fiduciary’s review of draft instru- 
ments should definitely include a close 
analysis of these discretionary powers 
and the scope of the standard supplied. 
The attorney and, if possible, the donor 
or prospective testator should be 
acquainted with, among other matters, 
the extent of the bank’s discretion, its 
fiduciary duties to the various classes of 
beneficiaries and the type of requests 
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for income and principal that it can 
properly satisfy. Not infrequently, a 
thorough and frank discussion of this 
whole area will result in changes in the 
proposed standard and a more effective 
expression of intention. 

[f the corporate fiduciary has not had 
an opportunity to review testamentary 
trusts before they come into being, much 
can be done to promote efficient admin- 
istration to develop the goodwill of the 
beneficiaries if the account officer and 
the beneficiaries discuss these areas of 
when into 


discretion the trust comes 


being. 


Power to Satisfy Bequests in Cash 
or in Kind 


Express provision to this effect will 
foreclose any questions by the legatee. 
What should be avoided in any event 
is a mandatory direction to convert the 
estate into cash for distribution purposes. 
thereby creating the risk of unnecessary 
capital gains. 


Power to Value Assets for Distribu- 
tion Purposes 
This power is administratively con- 
venient and may eliminate the costly re- 
appraisal of the residue of the estate or 
trust by outside appraisers. 


Specific Bequest of Corporate Stock 

The specified 
shares of corporate stock appeals to 
testators but often makes little sense. In 
addition, such a bequest can give rise to 
many interpretation questions: 


1. Is the legatee entitled to stock 
dividends declared and paid between 
the date of execution of the will and 
the date of death? 

2. If a split occurs during such 
period, is the legatee entitled to the 
number of shares specified in the will 
or to the greater number of shares 
into which they have been split? 

3. If the shares bequeathed are de- 
scribed by a certain certificate num- 
ber, is the gift adeemed in whole or 
in part if this certificate is exchanged 


specific bequest of 


for a new certificate when part of the 
shares represented thereby are sold, 
the bequest being but part of the 
testator’s holdings in the particular 
corporation? 

4. Is the gift adeemed if, as the 
result of a merger or reorganization, 
the shares specified are exchanged for 
securities in the resulting or reor- 
ganized corporation? 

The adequately drafted will should 


cover these and related questions. 


Identity of Securities Where Special 
Treatment is Required 


If the testator or donor directs or 
authorizes special treatment of matters 
relating to particular securities, it should 
be made clear whether these special pro- 
visions apply to the securities of a suc- 
cessor corporation. 


Bequest of Stock Subject to Buy- 
Sell Agreement 


Where, for example, the testator 
specifically bequeaths his holdings in a 
closely held corporation to his son and 
distributes the residue of the estate to 
others, and the testator and his fellow 
stockholders have a buy-sell agreement 
under which the buy option is exercised, 
the proceeds, at least in many jurisdic- 
tions, constitute part of the residuary 
estate, and the son takes nothing. We 
have recently been involved in such a 
situation which was resolved only 
through the cooperation of the surviving 
stockholders and the corporation by 
their refusing to exercise the options. 


Unincorporated Business Interests 
in Estates 


Where the testator’s unincorporated 
business would constitute part of the 
estate, authority to continue its opera- 
tion, with discretionary power to sell or 
liquidate, should be included. Careful at- 
tention should be given to whether the 
authority is for the purpose of sale or 
orderly liquidation or for preservation 
of the business, and whether the entire 
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estate or only the assets already allocated 
to the business are to be subjected to the 
risks of carrying on the business. Where 
the business is to be so held, it would 
be advisable to give the executor or 
trustee the power to incorporate the same 
and thereby limit the estate’s or trust’s 
liability to the business assets. 


“Selfish Altruism” 


We draw no wills and trusts. We en- 
courage the bar to submit their drafts to 
us for careful analysis before they go to 
their clients, and we send the critiques to 
the lawyers, not to their clients. Ad- 
mittedly, we do a lot of the lawyer’s 
work for him in some cases; but we 
think we serve the best interests of our 
customers, the bar, and ourselves in this 
manner. The trust institution can make 
a unique and proper contribution in this 
field. 

A A A 
@ Trust Operations Officers Association 
of Philadelphia has elected the following 
officers for the coming year: 

President: Albert G. Kav, assistant trust 
officer 6f Philadelphia National Bank 
Vice Pres.: William T. Patterson, trust 

operations officer, Equitable Security 

Trust Co., Wilmington, Del. 
Sec.-Treas.: Paul A, Carr, assistant vice 

president of Girard Trust Corn Ex- 

change Bank, Philadelphia 
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The Cask oF JOHN (). Prospect 


Panel Applies Estate Planning Principles 


PPLICATION OF ESTATE PLANNING 
A principles to a typical hypothetical 
case was capably demonstrated at the 
closing session of the American Bankers 
Association Trust Conference last month 
by a panel of experts representing the 
four key members of the estate planning 
team. William O. Heath, vice president 
of Harris Trust and Savings Bank, Chi- 
cago, serving as leader of the discussion. 
summarized the factual situation which 
had been placed in the hands of the dele- 
gates, the essential elements of which are 
reflected in comments reported here. 

Mr. Heath pointed out that the at- 
torney was the earliest member of the 
team but he has welcomed the trust off- 
cer where trust services are needed. The 
other members have earned their pres- 
ent statures on the team, what with taxes 
creating a need for insurance to provide 
liquidity and the increasing prevalence 
of closely held business interests in es- 
tates calling for the services of the ac- 
countant. 

Speaking for trustmen, Warren H. 
Eierman, vice president, The Hanover 
Bank, New York, asserted that corporate 
fiduciaries do not attempt to invade the 
province of attorneys in estate planning. 
Trust officers would like to see more ac- 
countants come into this field as they 
often are in a position to observe the 
need for estate planning before anyone 
else. As for underwriters, Mr. Eierman 
remarked “spare us the marginal pro- 
ducer,” who thinks estate planning will 
enable him to make the Million Dollar 
Round Table, and the man who thinks 
estate planning consists merely of pro- 
gramming life insurance. But the under- 
writer who “knows and hits the prospect 
where he lives” is most welcome. 

Turning to trustmen themselves, Mr. 
Eierman declared that their background 
should enable them to sit behind any 
desk in the trust department other than 
investment (the latter requires the com- 
bination of a Solomon, a Nostradamus 
and a politician to explain why the high 





Panel on Estate Planning: 
(Left to right) : Henry T. 
Kirkebye, Warren H. Eier- 
man, William O. Heath, 
leader; William E. Mur- 
ray, C. B. McCaffrey. 
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or the low of the day was missed). The 
trust officer searches for the customer’s 
best interests for in the long run they 
serve the bank’s. His recommendations 
are based upon imagination and knowl- 
edge, not on “wild-eyed fancies” because 
there are enough sound approaches. 
Where, however, a pioneering approach 
offers something to gain and nothing to 
lose, it is logical to follow it. Through- 
out the estate planning process, “full 
faith and credit” is given to the other 
team members. 

The ultimate principle guiding the 
trust officer is that estate planning and 
the trust business must be profitable, 
Mr. Eierman declared. Estate planning 
should lead to increased fees, reduced 
administration costs and less expensive 
customer relations by virtue of having 
developed, at the planning stage, an in- 
sight into the trust department’s func- 
tions. 

Representing lawyers, William E. 
Murray, of the New York firm Jackson, 
Nash, Brophy, Barringer & Brooks, 
opened by saying that most lawyers are 
reluctant to suggest that a client make a 
will even though there is a regular rela- 
tionship. But the attorney can, he as- 
serted, sell the client on the use of cor- 
porate fiduciary services where they are 
needed and feasible costwise. Likewise 
he can point out the need for insurance 
if there is a liquidity problem. 

As a general rule, the lawyer is 
brought into the estate planning picture 
by one of the other team members. If it 
is the underwriter, the assets will usual- 
ly be neatly set up. Most men, according 
to Mr. Murray, will reveal more of their 
financial situation to an underwriter 
than to any other member of the team 
— perhaps to prove they don’t need in- 
surance! He suggested that banks con- 
sider the advisability of establishing 
training courses for underwriters since 
they produce more business than do law- 


yers. 
The accountant has the greatest access 





to the secrets of the businessman through 
his checkbook, balance sheet, the sum- 
mer camp held in the name of the busi- 
ness and the pictures on the wall osten- 
sibly owned by the business, Mr. Mur- 
ray remarked. At this point, Mr. Eier- 
man interjected that the bank’s loaning 
officer too infrequently takes the trust 
officer in‘o his confidence as there are 
many opportunities for mutual assistance 
between the two departments. 

Re'urning to the role of the lawyer. 
Mr. Murray suggested that he should 
first examine the liquidity problem faced 
by the client’s estate if he were then to 
die. He should not accept the client's 
bland statement as to the value of his 
business, which in the case under an- 
alysis supposedly represented about one- 
half of the $395,000 gross estate. Here 
is where the services of the accountant 
are important. 

Describing the role of the accountant. 
Henry T. Kirkebye, partner in the New 
York office of Peat, Marwick, Mitchell & 
Co., indicated that it is not merely that 
of an auditor. The accountant with a 
knowledge of income taxes, financing 
and the effect of various business trans- 
actions has a four-way part in estate 
planning: (1) instigation of the process 
with clients of long-time standing (bear- 
ing in mind that estate planning include 
lifetime planning); (2) assembling the 
assets and making valuations; (3) work- 
ing with the team on the plan; (4) act- 
ing as a watchdog to review the com- 
pleted plan from time to time. 

On the matter of valuation of business 
interests, Mr. Kirkebye observed that 
there is no generally applicable formula 
and cited Revenu Ruling 54-77 which 
sets forih the factors to be considered in 
each case. In listing these, Mr. Kirkebye 
amplified on the element of book value. 
pointing out that this figure is often 
meaningless because it may reflect old 
inventory values, original cost bases of 
securities and unrealistic depletion, while 
at the same time failing to reflect pos- 
sible future recoveries such as claims 
under the excess profits tax. Other in- 
dices remarked on included the existen:e 
of employee benefit plans, key man ‘- 
surance, buy-sell agreements, stock ¢p- 
tions and voting trusts. 

Taking the factor of market price of 
listed stocks of corporations in simi! ir 
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lines of business, and projecting ratios 
based on earnings, dividends and book 
value, Mr. Kirkebye concluded that book 
value of the business under discussion 
was not $250,000 ($22 per share) as 
shown on the balance sheet, but $197,- 
000 ($15.75 per share). 

Mr. Murray then added that the Rev- 
enue Agent may insist the business is 
worth $275,000 and since it is not wise 
to risk insufficient liquidity he suggested 
planning on the basis of a safety margin 
of approximately $50,000 over the esti- 
mated valuation of $197,000. 

Taking up the exhibit showing compu- 
tation of the cash requirements of Mr. 
Prospect’s estate, Mr. Murray first as- 
sumed that the client desired to give his 
wife the income but no power of dispo- 
sition over the principal, with the result 
that taxes and other cash liabilities 
would exceed liquid assets ($70.000, con- 
sisting of marketable stocks, E bonds 
and cash — $50,000 of insurance is pay- 
able to the widow and therefore not di- 
rectly available) by some $47,000. By 
Mrs. Prospect the necessary 
rights to obtain one-half of the maxi- 
mum marital deduction, this deficit 
be reduced to approximately 
$8,700. With the maximum deduction, 
there would be a surplus of $9,800. Mr. 
Prospect probably would then be con- 
vinced that he ought to take advantage 
of the maximum. 


giving 


would 


Notwithstanding this coverage of the 
liquidity factor, Mr. Murray pointed out 
that the would remain at the 
mercy of the business for her income. 
Inasmuch as Section 303 of the Internal 
Revenue Code permits redemption of 
stock even though the proceeds are not 
required for the payment of estate taxes 
(provided the conditions of that Section 
are met), he recommended the stock be 
redeemed after Mr. Prospect’s death up 
to the amount permitted by that Section 
and the proceeds be invested in mar- 
ketable trustee-type securities. Consider- 
ation may have to be given to making 
gifts of other assets to assure that the 
value of the business interest meets the 
percentage requirements of Section 303. 

Another suggestion offered by Mr. 
Murray was that the land and buildings 
owned by the business and valued at 
$85 900 be purchased by the beneficiar- 
ies and leased back. This would provide 


widow 


wor <ing capital for the concern and in- 
cone for the beneficiaries. 

| is often desirable (and easier), Mr. 
Muvray declared, to arrange a recapi- 


tali-ation of the company during the 
client’s lifetime, with preferred stock in- 
sur'ng preference income to the widow. 
Such new stock would, of course, come 
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within the purview of Section 306, mak- 
ing a subsequent sale subject to ordi- 
nary income tax rates rather than capi- 
tal gain. In this particular instance, Mr. 
Kirkebye suggested the issuance of 
$200,000 of 6% preferred stock and a 
reduction in the par value of common 
stock (presently 20,000 shares at $10) 
to $6. 

Speaking for underwriters, C. B. 
McCaffrey, of Seefurth, McGivern & 
McCaffrey, Milwaukee, defined his con- 
cept of the insurance man as a financial 
diagnostician rather than an estate plan- 
ner. He probes for problems and presses 
until the prospect becomes conscious of 
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them. He goes in with no preconceived 
notions as to solutions, because “not 
every man loves his wife and not every 
son wants to stay in his father’s busi- 
ness.” Mr. McCaffrey’s approach is a 
combined estate-tax income-tax one, and 
in this connection he commented that 
the trust is a useful and frequently un- 
explored device, as later explained. 
Noting that Mr. Prospect has $10,000 
of National Service Life Insurance pay- 
able to his widow in ten annual install- 
ments, Mr. McCaffrey pointed out that 
these policies are written on the basis of 
old experience tables and not on the an- 
nuity basis used by private insurance 
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companies. Moreover, NSLI makes no 
sex distinction as to life expectancy, 
whereas private companies assume a 
greater longevity for women. The com- 
bination of these two factors produces 
a larger annuity and therefore the speak- 
er recommended retention of the NSLI. 

Because dollars are easier to extract 
from a corporation than from an indi- 
vidual, most agents aim for the corpo- 
rate prospect. Mr. Caffrey, however, 
looks for the “trust dollar.” In the pres- 
ent case, Mrs. Prospect receives $2,250 
in dividends on marketable securities. 
There is no reason in having this ‘sub- 
jected to the high tax bracket in which 
the combined income ($38,000) of hus- 
band and wife now falls. The panelist’s 
recommendation was that Mrs. Prospect 
(aged 50) set up a trust of these securi- 
ties for a term of 13 years or for the life 
of her husband, for the benefit of their 
three children (aged 25, 22 and 12). 
The income is to be accumulated (sub- 
ject to state law) but the trustee is au- 
thorized to purchase insurance on the 
life of anyone in whom the beneficiaries 
have an insurable interest. The trust 
could then apply for and own about 
$40,000 of insurance with the approxi- 
mate amount of $2,000 of income. On 
Mr. Prospect’s death, the assets would 
revert to Mrs. Prospect and the cash 


could be used to purchase assets from 
his estate. 

Mr. McCaffrey also suggested that a 
multiple key man insurance policy owned 
by the corporation would provide low 
cost liquidity. He further remarked that 
with sufficient insurance on Mr. Pros- 
pect, his beneficiaries might be able to 
buy out the 3714% stock interest owned 
by collateral relatives and the firm’s at- 
torney. His final observation was that 
perhaps a greater proportion of earn- 
ings might be retained in the business 
and perhaps utilized later under a profit 
sharing plan. 

The tax aspects of the foregoing in- 
surance program were highlighted by 
Mr. Murray who pointed out that the 
proceeds would not be includible in 
either Mr. Prospect’s or Mrs. Prospect’s 
estate. While she would get the securi- 
ties back (which parenthetically is an 
inducement for her to set up the trust), 
the insurance proceeds must not be pay- 
able to her, otherwise the trust income 
would be taxable to her under Section 
677. Nor should the income from the in- 
surance after Mr. Prospect’s death be 
payable to her. It might be well, accord- 
ing to Mr. Murray, to have the proceeds 
remain in the trust (perhaps used to 
purchase the preferred stock from the 
estate), with the income applied for the 
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education of the young son and the ba’- 
ance sprayed among the family mem- 
bers. On the possibility that the business 
might suffer reverses during Mr. Pro:- 
pect’s lifetime, Mr. Murray advised iv - 
clusion of a power in the trustee to pa, 
income to him. 

No gift tax would be payable on the 
creation of Mrs. Prospect’s trust. The 
value of the gift is determined on the 
basis of 3% of the market value of the 
stock ($40,000) multiplied by the num- 
ber of years (15) of her husband’s liie 
expectancy. The resultant $18,000 is well 
within the lifetime exemption. 

As to the choice of a fiduciary to ad- 
minister the testamentary trusts, Mr. 
Murray indicated the desirability of a 
corporate trustee for the marital deduc- 
tion trust and the necessity of a bank 
or other non-family fiduciary for the 
non-marital deduction trust with its 
spraying powers (citing Donald Mc- 
Lucas’ paper on this subject, published 
elsewhere herein). It would also be im- 
portant, he added, to appoint a corpo- 
rate executor to deal impartially with 
the many aspects of the estate adminis- 
tration. 

With time running out, Mr. Murray 
made brief reference to the advantage of 
creating a short-term trust for Mr. Pros- 
pect’s 88-year-old grandmother to whom 
he has been contributing $100 monthly 
toward her support. This would reduce 
the tax cost of this support money to 
zero. 

Bringing the session to a close, Mr. 
Eierman declared that the future growth 


of the trust business is in large measure § 
> trust 


4 were 
© fund: 


x tion 


dependent on the willingness of corpo- 
rate fiduciaries to accept estates with 
business interests. Properly drawn trust 
instruments are necessary to that end. 


They should include broad powers of < ek 
E- I 


> use o 
> part 
© Reve 


management, sale and retention, as well 
as authority to hire management, pro- 
vision for additional compensation over 
and above regular trustees’ fees, and a 
reasonable exculpatory clause. 


A A A 
Bank Ad Budgets Up 28% 


according to the 13th annual survey re- 
cently completed by the Advertising De- 
partment of the American Bankers (s- 
sociation. This figure is up 28% above 
the $100-million spent for advertising in 
1957. 

Of the 3,840 reporting banks, 52% 
have increased their budgets over !ast 
year, 34% are planning approximately 
the same expenditures. 
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‘A COMMON TRUST FUND 


foe aA 2 ye Department 7 


DONALD ROSS 


Trust Officer, Proctor Trust Company, Proctor, Vermont 


HE COMMON TRUST FUND IDEA IS 
Ate most important single develop- 
ment in corporate fiduciary affairs in 
the past decade. 

In the minds of most trustmen, the 
common trust fund development started 
on December 31, 1937, with the adop- 
tion by the Board of Governors of the 


| Federal Reserve System of the rules 


and regulations contained in Section 17 
of Regulation F. From a purely techni- 
cal viewpoint, there could not have been 


7} common trust funds prior to this date. 


However, that date has not been re- 


;garded by all trust authorities as the 


birth date of the common trust fund 


© in this country. 


For all practical purposes, any com- 
mingled trust fund existing prior to 


* December 1937 maintained by a cor- 
) porate fiduciary exclusively for its own 


trust accounts and which, without any 


} material change in its “written plan,” 
7} could be made to comply with the rules 
and regulations of Section 17 of Regu- 
} lation F, may be regarded as a common 
trust fund. In this broader sense, there 


were approximately seven common trust 


» funds in existence prior to the promulga- 
© tion of the regulations. 


The legal and tax restrictions, which 
at first made impracticable the general 


use of common trust funds, for the most 


part have now been eliminated. The 
Revenue Act of 1936, continued in the 
Revenue Codes of 1939 and 1954, pro- 
vided the necessary tax legislation. 


» Forty-seven of the states and the District 
§of Columbia now have adequate en- 
} abling legislation. 


The Trust Division Committee on 


Common Trust Fund, created in 1934, 


has done a commendable job in explain- 
ing the points which should be con- 
sidered by trust institutions in deciding 
whether or not to establish a common 
trust fund and to describe the methods 
by which to establish and operate them. 
The third edition of its handbook, 
“Common Trust Funds,” published the 


ee 
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latter part of 1956, is an outstanding 
guide on the subject. 

But with over 3,000 banking institu- 
tions engaged in the trust business, it 
is surprising and disappointing that at 
the end of 1957 only 192 trust institu- 
tions (in 39 states and the District of 
Columbia) were reported to be oper- 
ating common trust funds. Fewer than 
12 of the total, less than 7 per cent, 
could be classified as smaller trust in- 
stitutions. 

Why have so few of our smaller trust 
institutions availed themselves of a trust 
vehicle that has been proven, by those 
banks that have operated them, to be 
so advantageous to the beneficiaries as 
well as to the trustees? From a general 
knowledge of the size and type of trust 
accounts administered by most smaller 
trust institutions, the need is there. It 
certainly cannot be for lack of legisla- 
tive authority since in nine states which 
have enabling acts, no common trust 
funds have as yet been established. 


Case History 


The 25-year history of a common trust 
fund established by a small Vermont 
trust company may help to evaluate the 
prevalent reasons why more institutions 
of similar size have not established 
common trust funds. 

In 1931, a farm mortgage constituting 
the sole investment of a small testa- 
mentary trust administered by this insti- 
tution went bad. This incident con- 
vinced the directors of the trust com- 
pany that unless some method was found 
to broaden the investment base of 
smaller trust accounts, other accounts 
might suffer similar experiences. These 
directors were deeply concerned about 
the continuity of a reasonable income 
for smaller trust estates together with 
greater safety of principal. On Decem- 
ber 15, 1931, the directors adopted a 
resolution that established its first com- 
mon trust fund, to be known as Asso- 
ciated Trust Fund “A.” That resolution, 
with only minor amendments, is still in 
effect. 


This bold step was taken without the 
benefit of the experience of other trust 
institutions since there were only two 
that had established common trust funds 
prior thereto. There were no rules or 
regulations to serve as guideposts, nor 
was there available the help of a “Hand- 
book” on common trust funds. In fact, 
state law duly authorizing the action 
was not enacted until 1933. It is inter- 
esting to mention that Vermont was the 
first state to adopt a common trust fund 
enabling act. 

Nevertheless, the first participations 
were made; and the operation of the 
fund commenced on January 2, 1932. 
The initial amount of the fund was 
$11,200, with 12 separate trust estates 
participating. The total trust assets of 
the institution at that time were over 
$329,000. Consistent rather than spec- 
tacular growth has been experienced by 
the fund over the past decade. As of 
December 31, 1957, the trust company’s 
Associated Trust “A” was valued at over 
$725,000, with 72 participating trust 
estates, and total trust assets under ad- 
ministration were over $10,800,000. 

The above should clearly indicate 
that initial size is not as important a 
factor in considering the establishment 
of common trust funds as many think. 
Several trust institutions, in recent 
years, have started funds with less than 
$100,000. 


Untimely Market? 


Perhaps the chief reasons, at least 
the most often expressed, for not estab- 
lishing a common trust fund are: (1) 
that the security markets are inoppor- 
tune or too high; and (2) that the 
administration will be too expensive and 


difficult. 


How much emphasis should be placed 
on the current level of security prices 
as a factor in deciding when to estab- 
lish a common trust fund? Here again 
it may be helpful to turn the pages of 
history back to December, 1931. Could 
economic conditions have been more 
inopportune? General business was in 
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a chaotic state, and security prices had 
been declining for nearly two years, with 
no end in sight. In fact, general security 
prices did not reach their lows until 
the middle of 1932 and turned down 
again during the banking holiday in 
March, 1933 — surely, not a very 
auspicious time to select for establishing 
a common trust fund. Nevertheless, the 
Proctor Trust Company did start one, 
and actual participations were made in 
January, 1932. 

One might assume that, because of the 
poor timing, the value of the partici- 
pating units suffered severely. But as 
of December 31, 1932, the $10 units 
were valued at $10.24; and on the fol- 
lowing three quarterly valuation dates 
they were $9.87, $10.63, and $10.48 
respectively. Are too many trustmen 
losing sight of the true purpose of a 
common trust fund when they permit 
the level of security prices to sway their 
judgment about starting one? To post- 
pone action, on the basis that the secur- 
ity markets may be “high,” is itself 
a speculation that they will go lower. 
The improved diversity of a common 
trust fund should be a protection against 
that contingency. Diversification is a 
protection that cannot begin too soon. 
It is the foundation of conservative 
trust investment philosophy. 


Costly Administration? 


Deterrent No. 2 is the fear that the 
administration of a common trust fund 
will be difficult and costly. Actually, the 
opposite is true, based upon the ex- 
perience of the Proctor Trust Company, 
Much care should be used in setting up 
a common trust fund. But, today, the 
experience and guidance of those who 
have established funds is available for 
any desiring it. Once put into effect, 
a common trust fund can be handled 
with no more difficulty than any other 
trust account of similar size. As to ex- 
pense, except for the initial cost of 
establishing a common trust fund, ex- 
perience has shown that operating costs 
are reduced from 20 to 50%. 

The accounting procedures for a com- 
mon trust fund are no more complicated 
than those applied in the administration 
of the average trust account, with the 
advantages that the volume of accoun- 
ing for security transactions, income 
collection, portfolio supervision, and 
other activities may be substantially re- 
duced. With operating costs rising, the 
increase in efficiency to be derived as- 
sumes greater importance. 


Other Roadblocks 


A few have created other “roadblocks” 
to establishing common trust funds. 
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Especially among the other trustmen, 
one hears expressions of doubt regard- 
ing the propriety of collective investing. 
However, the complete sanction of this 
method of investing by all, except one,* 
of the state legislatures should dispel 
such doubts. Then, too, lack of experi- 
enced personnel is sometimes given as 
a deterring reason. Here it would seem 
logical to conclude that if the personnel 
is competent to administer trust ac- 
counts, it should be competent to manage 
a common trust fund — if incompetent, 
then either new personnel should be 
obtained or the trust department should 
cease to administer trusts. 

Another possible problem is that relat- 
ing to the taxation of capital gains 
realized by the sale of assets of the 
common trust fund. The difficulty arises 
in the situation where a recently com- 
mingled trust may be buying into a 
capital gains tax liability. The stature 
of this problem naturally increases di- 
rectly with the size of a trust; and since 
here we are dealing in relatively small 
accounts, it would appear that to con- 
sider this problem as a major deterrent 
would be losing all perspective. Tax 
problems are practically nonexistent for 
the type of trust accounts commingled 
in most smaller common trust funds. 


Proven Advantages 


It is fitting, now, that some of the 
advantages resulting from the operation 
of common trust funds be presented. 
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Architect’s drawing of projected new $13,- 
000,000 head office building of California 
Bank, Los Angeles. 


Since the advantages to the ben 
ciaries should be our primary conce 
how will they benefit? It is possible 
means of broader investment diversifi: a- 
tion to attain the following: 


fi. 
n, 
ry 


1. Greater safety of principal 

2. Continuity of income at a higher 
rate. 

3. Better protection against the chang- 
ing purchasing power of the dollar 

4. Greater liquidity and flexibility of 
principal 


The common trust fund is of particu- 
lar advantage to smaller trust estates be- 
cause it makes personal trust services 


available to more people at a reasonable , 


cost. 

For the trust institution itself, the 
common trust fund makes possible bet- 
ter control and cost savings in all three 
major functions of its operations; name- 
ly: 

1. Administration 


(a) Simplifies and shortens review 
techniques 

(b) Broadens public contacts and re- 
lations 

(c) Permits more attention to trust 
provisions 

2. Operations 
(a) Fewer securities to handle — less | 


vault work 


(b) Less bookkeeping — reduces in- | 


come and principal transactions 


(c) Brokerage fees lessened — round § 


lots 
(d) Fewer review sheets to prepare 
(e) Tax returns simplified 
3. Investments 


(a) Better supervision — efforts con- 
centrated 

(b) One as against many — account 
reviews 

(c) Better able to put investment 


policies into effect quickly and 
uniformly 


If you carefully factorize, then evalu. 7 
ate, the reasons for and against estab- 
lishing a common trust fund, I am sure | 
you will conclude that all smaller trust 


departments should establish one. The limit; 


© to ou 


answer, however, may not be as simple 
as that because conditions vary in dif- 
ferent areas and in the trust institutions 
serving those areas. It is important first 
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determine the real need. But once satis: | 


fied that the present need exists, that 


future expansion is possible, the de- | 


cision to establish a common trust fund 
should not be deterred by the “straw 
man” problems previously discussed. 

As trustmen, our primary objective 
should be to make efficient trust ser 
available to the smaller trust est 
at a reasonable cost. The common t 
fund would appear to be the vehicle by 
which to attain that goal. We have the 
authority, the machinery, and a record 
of favorable experience. 
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SMALL TRUST PANEL 


ROBLEMS OF SMALLER TRUST DEPART- 
P nents were considered by a panel 
at one of the sessions at the Mid-Winter 
Trust Conference. Moderated by John 
D. Hartman, vice president and trust 
oficer, Poudre Valley National Bank, 
Fort Collins, Colo., the panel included 
Donald Ross, trust officer, Proctor ( Vt.) 
Trust Co.; Joseph R. Wyatt, Jr., trust 
officer, First National Trust and Savings 
Bank, Lynchburg, Va.; Gilbert  T. 
Stephenson, former president of the 
Trust Division, American Bankers As- 
sociation, and Herbert A. Trucksess, vice 
president, Studley, Shupert & Co., Inc., 
Philadelphia. 


In regard to account reviews, Mr. 
Wyatt suggested putting basic informa- 
tion on a master sheet and then using 
work sheets with extensions done by a 
reproducing pencil. Mr. Ross stated that 
his review sheets were typed rather than 
done in long hand. 


A question on how to gain attorney 
cooperation came, Mr. Stephenson said, 
from a state where attorneys are re- 
quired for the probate of wills. He 
advised sticking to the spirit and letter 
of the Statement of Principles, pointed 
out that states vary as to what is con- 
sidered legal work, and said that lawyers 
must be convinced by the actual prac- 
tice of corporate fiduciaries that trust de- 
partments do retain the family attorney. 


Asked whether small trust departments 
should accept small investment manage- 
ment accounts, Mr. Trucksess advised 
that if the investor wants a long term 
type of investment, it is all right, but 
otherwise it would be better to refer him 


' to his broker. In regard to investment 


i generally, Mr. Trucksess said that a 
trust & small department should recognize its 


The # 


mple § to outguess the market. Once the trust 


dif- fs 


limitations, “keep it simple” and not try 


oficer gets the confidence of the trust 
committee on basic policies, he can re- 


lems that occur again and again. Out- 
side assistance should be used as, for 
example, correspondent banks, brokers 
and investment consultants. 


A recently established trust depart- 
ment must expect to spend some money 
to do its work well. Investment in bonds 
can } ractically be limited to U. S. Gov- 
éram nts, but an approved list of pre- 
ferre| and common stocks should be 
mad: to delimit future purchases. Once 
ayer a list of all security items held 
shoud be drawn up and submitted to 
outsi'e assistance for recommendation 
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as to the categories of sell, hold, and 
suitable for further investment. 

Mr. Trucksess was not against retain- 
ing a security that represents a tax loss 
if it will stand up as a good investment 
with a good income. Asked if open end 
mutual investment shares were accept- 
able, he said they were all right for a 
very small department, that for what 
you pay you get excellent management, 
but the trust officer must check the pro- 
portion of any particular fund in com- 
mon stocks in relation to the needs of 
his trust accounts. Mr. Trucksess thought 
mutual funds—after capital gains are 
deducted—give a low return, however, 
and Mr. Ross raised the question of the 
customer having to pay double fees and 
suggested that the real answer is the 
establishment of a common trust fund. 

It was agreed that the loss sustained 
when Series G bonds are redeemed early 
in order to make a more favorable in- 
vestment should be gradually repaid to 
principal out of income. This, however, 
cannot be done in the case of common 
trust fund assets. 

In estate planning and new business 
efforts, Mr. Ross advised recognition of 
the fact that there are four specialists on 
the estate planning team and that the 
trust officer should emphasize the settling 
of estates and the administration of 
trusts. He suggested educating the di- 
rectors, stockholders and personnel of 
the bank regarding the trust department 
and then developing a program of direct 
mail promotion. Mr. Stephenson offered 
a plan whereby the executive head of the 
bank would work a small list of 
people whose wills the trust department 
wants, assigning one name to each ofh- 
cer. These in turn would try to make a 
date for the trust officer. The executive 
officer would meet with the official staff 
each week to note progress and assign 
new names, but an officer might keep 
the same name for more than a week 
if necessary. 

Preparation and use of a trust opera- 
tions manual was considered unneces- 
sary and difficult for a small department 
in the opinion of Mr. Wyatt, but some 
of the routine jobs, he observed, could 
be set down in writing. 

It is clearly the privilege, duty and 
legal responsibility of the trust depart- 
ment to prepare income tax returns for 
the estates and trusts under its manage- 
ment, Mr. Stephenson stated. If an ac- 
countant is engaged, the charge should 
not be passed on to the customer except 
in very special cases. In Delaware a 
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case resulted in the opinion that this is 
a duty of a corporate fiduciary even 
where an uninformed individual might 
be justified in hiring help. Massachusetts 
has ruled this is not a legal act belong- 
ing only to lawyers. 

Normally it is deplorable to specify 
rates in an instrument unless there is 
provision for revision, Mr. Stephenson 
stated, but in jurisdictions where statu- 
tory rates are really inadequate it may 
be necessary for the fiduciary’s protec- 
tion. Usually one can put in a phrase 
that compensation will be governed by 
the scale set from time to time by the 
board of directors, and an_ officially 
adopted schedule of this kind is helpful 
in giving the customer a fair idea of 
what he will pay. Mr. Ross observed that 
sometimes attorneys insist on putting 
the rate in the instrument in which case 
the bank should be free to resign if need 
be. 

In regard to the voting of shares of 
stock in trust accounts, Mr. Stephenson 
recommended that every board should 
adopt the Trust Division’s statement of 
policies on this topic. 

A department with three years’ exper- 
ience and $600,000 in assets asked advice 
on what kind of man to get for a trust 
officer. The potential of the department 
is considered good. Mr. Ross suggested 
a qualified trustman from another bank, 
keeping in mind the potential and the 
building of the department. Mr. Wyatt 
thought this too expensive and advised 
using someone already in the bank to- 
gether with good legal counsel. In this 
Mr. Stephenson was inclined to support 
him. Mr. Trucksess was in favor of 
getting a lawyer for the position. 

A show of hands indicated that twelve 
of the banks represented in the audience 
already have common trust funds, that 
half of these include investments in mort- 
gages, and that most of the latter do 
make monthly payment loans. 
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TRUST CONFERENCE 
(Continued from page 186) 


loss merely to increase the income for the 
life tenant, the speaker observed. Counsel 
has advised that it is appropriate to 
liquidate an investment at a loss to off- 
set capital gains. However, there should 
also be an investment reason for the 
action; a security similar as to yield, 
discount, etc., should be considered. 

Cases involving the duty of loyalty 
are less likely to occur in the future be- 
cause most banks are aware of the 
dangers implicit in the commercial-trust 
department setup. A sale of trust assets 
to the individual co-trustee apparently 
would seem to be valid if he pays more 
than the open market price, but Mr. 
Smith indicated there should be no 
difference in principle from the situa- 
tion of a sale to the corporate trustee. 
Therefore, the question is not free from 
doubt. 

The general rule is that a corporate 
fiduciary is not surchargeable for re- 
taining its own stock in a trust; New 
York and a few other states require 
specific authorization to retain in the 
instrument. In any event, a loss can 
prove embarrassing to the bank for it 
will be assumed that it should have 
known better; the same is true if the 
stock rises after it is sold. 

Since the trustee must serve life ten- 
ant and remainderman impartially, it 
cannot choose investments for the spe- 
cial benefit of one or the other—for 
example, a growth stock yielding only 
1%. However, a lower court in Michigan 
has held that it was proper to place 
virtually an entire trust fund in tax-free 
municipal bonds. 


On the third duty—not to delegate— 
Mr. Smith cited the Talbot case in Cali- 
fornia (July 1956 T&E, p. 676) in which 
a trustee was surcharged for selling se- 
curities on the recommendation of one 
of the beneficiaries—even though a 
profit was made on the sale. As to con- 


flicts with co-trustees, the speaker 
pointed out that it is obviously imprac- 
tical to go to court for instructions on 
every occasion of disagreement, but it 
may be a duty to do so where there is 
urgent reason to sell and there is no 
valid reason for the co-trustee’s insist- 
ence on retention. 


Power in a third party to direct in- 
vestments does not relieve the trustee of 
the responsibility to see that such power 
is exercised for the benefit of the trust. 
It is common practice to look at lists of 
favorite 50 stocks or common trust fund 
holdings or investment company port- 
folios, but it is not sufficient reason to 
justify the purchase or retention of a 
security for a trust account; the trustee 
must have its own reason for the action. 


Employment of investment counsel 
does not constitute an improper delega- 
tion of investment duties, in Mr. Smith’s 
opinion, if the services are intelligently 
used, Even large trust departments en- 
gage investment counsel on special situa- 
tions. Smaller departments can well make 
use of such services by appraising the 
advice in relation to the needs of indi- 
vidual accounts. 


If, in spite of faithful adherence to the 
three basic duties outlined, the fiduciary 
is nevertheless sued, the defense can rely 
on the direct testimony of the officer in 
charge of the account but there must 
be records supporting compliance with 
these obligations. To build such records, 
Mr. Smith suggested, there should be 
a system insuring review of each se- 
curity and account, a permanent bound 
collection of reviews and decisions of 
the investment committee, and proof that 
such decisions have been carried out or 
a notation as to why they were not, with 
the approval of the committee. If all of 
the foregoing has been done, there is no 
reason to fear the risk of surcharge, Mr. 
Smith concluded. 


(In a subsequent “cloak-room” discus- 
sion, it was brought out that automa- 
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tion may create the possibility of a call 
without earlier conversion at a higher 
price. Control cards should be prepared 
accordingly. ) 

People employed in operations meet 
more customers of the trust department 
than all the administrative men, and 
meet them more frequently, L. S. Sever- 
ance, trust officer, United States Na- 
tional Bank, Portland, Ore., stated in 
discussing “Operations Are People.” 
Every letter, inventory, court account- 
ing, and every check, statement or re- 
port that is sent out from a trust de- 
partment is a personal meeting with a 
present or future customer. 

Mr. Severance stressed the need for an 
incentive to be of service, and recom- 
mended six points for the consideration 
of management: 1) an opportunity to 
advance; 2) recognition of efforts and 
ideas; 3) participation in changes; 4) 
credit when and where due; 5) a feeling 
of worthwhileness; 6) a wage commen- 
surate with business and with other 
trust departments in the area. 

Time must be taken for training pro- 
grams and writing procedure manuals, 
the speaker said, even if it means extra 
hours that don’t appear in the salary 
as overtime. Sometimes clerks will write 
a very good procedure manual for their 
own jobs, if asked to do so. A super- 
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visor can check it for accuracy. People 
are apt to instruct others in the future 
with the same degree of thoroughness 
they themselves received. Machines and 
equipment are only as good as the peo- 
ple who tell them what, when, where 
and how to process and do the job, Mr. 
Severance concluded. 

Mr. Severance then joined Mr. Smith 
on a panel under the leadership of 
Charles E. Treman, Jr., vice president 
and trust officer, Tompkins County Trust 
Co., Ithaca, N. Y. The other members 
were Noel L. Mills and Noel T. Robin- 
son, both vice presidents and trust ofh- 
cers of their respective institutions — 
Deposit Guaranty Bank and Trust Co., 
Jackson, Miss., and Central National 
Bank and Trust Co., Des Moines. 

Questions answered by the panel mem- 
bers ranged from auditing to will draft- 
ing, with some very pertinent observa- 
tions and suggestions, indicating, how- 
ever, that a good many problems will 
always be with us so we might as well 
learn to love them. Mr. Mills related the 
successful experience of his bank with 
“case-history” type of advertising, by 
word of mouth or speeches and especial- 
ly in direct mail. Talks before clubs are 
increasingly popular, women’s groups 
being among the most responsive as they 
come to realize that it is their welfare 
that is primarily at stake and they fre- 
quently bring the husband in for an in- 
terview. Newspapers and radio scatter 
the shots but the former has real value 
when there is something newsworthy to 
tell and the latter can be used as a re- 
minder adjunct to other bank services. 
Officers, directors and even some other 
stockholders can be a most effective new 
business battalion, especially where ad- 
ministrative duties conspire to take full 
working time. The trust film developed 
by the N. Y. State Bankers Assn. Trust 
Division was highly commended. 

Mr. Severance observed that it takes 
trust assets of perhaps $50 to $75 mil- 


lion to justify punched-card accounting, 
or about 1,000 accounts, though it may 
be justified in smaller operations if co- 
ordinated with other bank uses. The 
problem involves re-education of staff 
and officers, changes in forms and re- 
ports to beneficiaries, but it may prove 
beneficial in allowing automated hand- 
ling of additional desirable data. Hir- 
ing an expert operator, trained by the 
manufacturer, to put the job in motion 
was advocated as one answer. 

In fee renegotiation, Mr. Robinson 
cautioned against resigning accounts, 
except in unusual circumstances, as it 
results in loss of all value of past work 
and possibly of good-will. 

A recommendation of practical value 
particularly to smaller trust departments 
was made by Mr. Treman: that certain 
bank officers and directors might well be 
included in the Trust Investment Com- 
mittee to round out experience of the 
available trust officials. And banks of all 
sizes can properly follow the policy of 
Mr. Smith’s department in making esti- 
mate of tax and other original costs at 
the earliest moment, and selling enough 
securities to assure cash in hand for such 
known cash demands. 

A Farm Management division was 
advocated by Mr. Robinson as a profit- 
able and valued function for any sizeable 
rural-area trust department. Starting 
twelve years ago his bank now employs 
seven men who handle about 40 to 50 
farms each, and shows “fair earnings” 
on the basis of 10% charge on opera- 
tor’s income. 

Some detailed discussion of auditing 
and administrative practices followed, 
including those involved in fractional 
warrants and rights via combined ac- 
counts. Questions of nominee usage de- 
veloped the information that it was not 
necessary to have separate nominees for 
small numbers of accounts of different 
types, but that one nominee could serve 
for as many as 750 varied individual 
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accounts, with a separate one to keep 
Employee Benefit trusts on the other sice 
of the house, or for different branches 
or district offices where the volume was 
of consequence and locally administered, 
Time ran out as Mr. Smith started an 
interesting commentary on their policy 
of “chipping off” to keep portfolios in 
balance and when the market price has 
gone beyond reasonable relationship to 
present and foreseeable dividends. 


World Problems 


Featured speaker at the closing scs- 
sion Wednesday morning was Charles 
S. Rhyne, president of the American 
Bar Association, who called for joint 
effort by the banking and legal profes- 
sions to promote development of world- 
wide investment through private chan- 
nels, with protection against confisca- 
tion assured under international treaty 
participated in by all nations. Although 
government aid is necessary in 
circumstances when political considera- 
tions control, private capital and tech- 
nical assistance are infinitely preferable 
in most overseas projects and Mr. Rhyne 
is convinced that large export capital 
funds would move into this area under 
a healthy system of world investment 
under the rule of law. 


some 


Mr. Rhyne’s suggestion was that this 
international treaty would set forth 
standards to protect foreign capital in- 
vestments, including bases for proper 
compensation for taking over such in- 
vestments, and outlaw discrimination 
between foreign and domestic interests. 
Failure to live up to these terms would 
subject the offending participant to im- 
mediate jurisdiction of an international 
court. Failure to comply would subject 
the transgressor to sanctions and eflec- 
tively freeze its assets in all the treaty 
nations. In addition to offering, in Mr. 
Rhyne’s thinking, a solution to the rais- 
ing of living standards around the 
world, the successful launching of an 
international rule of law in the trade 
area might be a forerunner to a treaty 
agreement between all nations which 
would perhaps avoid the perils of an- 
other world conflict. 

The United States must be prepared 
to cope with the problems which will 
stem from technological progress, «c- 
cording to Dr. John R. Dunning, Dean 
of the School of Engineering at Colum- 
bia University, who spoke following the 
luncheon tendered the conferees by the 
Clearing House Association. As technol- 
ogy reduces or eliminates burdensome 
and repetitive tasks, the problem of ‘ve 
educated elite minority equipped to plan 


(Continued on page 283) 
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“Bread and Butter” Aspects of 


PROBATE AND TRUST PRACTICE 


CAPACITY AUDIENCE ENTHUSIASTI- 
A cally received the panel discussion 
on current bread-and-butter problems 
concerning Real Property, Probate and 
Trust Law, sponsored by that Section 
of the American Bar Association at the 
regional meeting in Atlanta on Febru- 
ary 21. Presented in the Public Library 
Auditorium, the program was moderated 
with wit and polish by John S. Candler, 
II, of the local Bar. 


Gifts to Minors 


The opening topic — developments in 
respect of gifts to minors — was divided 
between Furman Smith and Herbert R. 
Elsas. both of Atlanta. Mr. Smith first 
pointed out the alternatives available to 
a client wishing to make such gifts and 
obtain the annual gift tax exclusion: 

(a) An outright gift which, however, 
creates management and disposi- 
tion problems by reason of the 
legal disabilities attached to min- 
ority 
A trust meeting the conditions of 
Section 2503 (c) of the Internal 
Revenue Code 
A gift complying with the pro- 
visions of the Uniform Gifts to 
Minors Act adopted in many 
states 

The third choice. Mr. Elsas said, has 
generated substantial interest on the 
part of clients but there are a number 
of “stingers” on the Act. Although a 
Revenue Ruling has clearly established 
the right to the gift tax exclusion for 
a gift made in compliance with the Act, 
subsequent rulings have raised income 
and estate tax difficulties. It has been 
tuled that income actually used for the 
support of the minor is taxable to the 
person who has a legal obligation to 
support him even though the former is 
not the donor. The concomitant question 
arises whether a child’s property can 
be used for his support and thus release 
the parent from the obligation. This, 
according to Mr. Elsas, is a matter for 
determination under state law, 
Federal. 

Another ruling declares that if the 
donor is the custodian of the gift and 
dies before the minor reaches age 21, 
the assets are includible in his estate 
on the theory that the donor retained 
the power to designate the beneficial 


(b) 


(c) 


not 
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enjoyment of the gift. Mr. Elsas ex- 
pressed the opinion that this ruling 
might be upset in a proper case. It is 
his view that the custodian setup is 
similar to a guardianship rather than a 
trust relationship on which ihe cases 
imposing estate tax on the donor are 
based. The ruling’s reasoning would 
seem to apply to guardianships also but 
such a result would be unconscionable. 

A Section 2503(c) trust accomplishes 
about the same purposes with substan- 
tially the same tax results as a gift under 
the Uniform Act, Mr. Smith continued. 
To obtain the gift tax exclusion, the 
trust must be for the benefit of a minor, 
the income and principal must be ex- 
pendable for the support of the minor, 
and all accumulated income and _prin- 
cipal must be turned over to him at 21 
or, if he should predecease majority, to 
his estate or appointees. The power of 
appointment, it has been ruled must in 
fact be exercisable under local law. 

If the donor is the trustee, Mr. Smith 
believes the same estate tax result will 
apply as to a transfer under the Uniform 
Act. But as to income tax, there is this 
difference: if the income from a gift 
under the Act is not actually used for 
the minor, it is taxable to him, whereas 
income accumulated under a trust is 
taxable to the trust. 

It is quite likely, in Mr. Smith’s judg- 
ment, that the Commissioner may ex- 
tend to Section 2503(c) trusts the rule 
that income is taxable to the person who 
has the obligation to support the bene- 
ficiary despite the fact that he was not 
the grantor. There are no cases support- 
ing this view but the rationale of rulings 
under Section 61 might be held to apply. 
Because of the uncertainty of state law 
as to whether a minor’s property or in- 
come relieves a parent of his obligation 
of support, Mr. Furman believes there 
may be future legislation declaring that 
such is the result, so that no income tax 
will be imposed on the parent. It is Mr. 
Furman’s view that Congress did not 
intend to extend the support rule be- 
yond the two specific situations set forth 


in the Code. 


Community Property 


With the increasing migration of peo- 


ple and investments, there is a growing 
need for lawyers in non-community 
property states to become familiar with 
the basic law in the eight community 
property states. This was brought out 
sharply in the illuminating discussion 
by Paul O. H. Pigman of New Orleans. 
There is a wide divergence in the rules 
among these states as to spouse’s rights 
but generally speaking an antenuptial 
contract may be entered into with re- 
spect to the status of property acquired 
after marriage. Otherwise community 
property law applies. 

Under Louisiana law, community 
principles attach to the acquisition of 
property located in that state even by 
nonresidents. Thus, if a nonresident pur- 
chases immovable property (which in- 
cludes mineral rights) and fails to state 
in the instrument of acquisition that 
he is purchasing it with separate funds 
as his separate property to be admin- 
istered as his separate estate, the proper- 
ty becomes community in which the 
spouse has a vested one-half interest. 
Certain accounting problems would also 
arise; for example, the community 
estate must reimburse the separate estate 
for the share of the purchase price 
which may be more or less than the 
value at death. 

While the wife has a one-half interest 
in all acquisitions after marriage except 
property received by devise or bequest 
or as separate, the husband has the 
right to manage the community and 
donate movables unless clearly in fraud 
of her rights. The presumption is that 
property acquired by either spouse is 
community. On a transfer, the spouse 
must recite his marital status. In 
Louisiana, but not California or Texas, 
income from the separate property of the 
husband is community, Mr. Pigman ob- 
served. The wife’s separate property can 
under certain conditions produce separ- 
ate income. The importance of adequate 
records is apparent. 

If a Louisiana couple should move to 
a non-community property state, two 
theories are applicable to the status of 
their property, according to Mr. Pig- 
man: (1) the law of the situs of im- 
movables controls; (2) a change in 
domicile imports a change in property 
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rules as to movables. A Georgia case 
has held that the property is converted 
into a tenancy in common. Other states 
usually apply an analogous form of 
ownership existing therein. 

If a couple moves to Louisiana, the 
rule (not found elsewhere) is that with- 
in one year husband and wife may enter 
into a contract to establish the status 
of their property. Otherwise, community 
property law applies as though they 
were married on entering the state and 
therefore rights existent on moving in 
are fixed. As a practical matter, the 
property becomes community unless 
sound accounting and legal advice is 
followed. 

In planning estates involving com- 
munity interests, Mr. Pigman suggested 
that the draftsman determine the extent 
of the community property and of the 
right of reimbursement. The marital de- 
duction is available as to the amount 
of separate property but it is not neces- 
sary to use separate property to obtain 
the deduction. At death, the surviving 
spouse’s interest in community property 
has a basis equal to that in the de- 
cedent’s estate. This is a more favorable 
rule than that applicable to separate 
property which, although liberalized by 
the 1954 Code, requires depreciation 
over the period of ownership, Mr. Pig- 
man pointed out. 

Trusts have been recognized in 
Louisiana only in the past 30 years and 
at that in a limited way. It has only 
been during the last six years that a 
trust can last as long as one life — 
which must be in existence at the crea- 
tion of the trust. Powers of appointment 


are unknown, and distribution at the 
termination of the trust must be made 
to persons named and in being when 
the trust was created. Therefore, any 
trust covering Louisiana immovables 
(which include some items deemed per- 
sonalty elsewhere) must be drawn with 
these limitations in mind, as well as 
the provisions as to forced heirship. 


Estates by Entireties 


The estate by the entireties, which is 
a recognized form of ownership by hus- 
band and wife in many common law 
states, has several attractive features, 
Norman Stallings of Tampa told the 
audience. Since it is deemed that each 
spouse owns the whole, the property, 
whether it be realty, personalty or a 
bank account, is not subject to execu- 
tion for the debts of either. Upon the 
death of one, the survivor gets the entire 
ownership automatically, as title cannot 
be transferred by will. This form of 
tenancy cannot be severed by either 
party although in some states one spouse 
may transfer to the other and divorce 
may split the property into a tenancy 
in common unless the decree provides 
differently. A murderer cannot benefit 
by his crime and therefore it has been 
held in some cases that he gets one-half 
and the victim’s heirs the other. 

The estate by the entirety arises auto- 
matically on a transfer to husband and 
wife, Mr. Stallings remarked. If the 
deed runs to the husband alone, the 
property is his but he may (in some 
states) directly transfer it into their 
names without an intervening dummy 
transfer although in such case the ten- 
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ancy by the entirety must be spelled out. 
Where the property is in the husband's 
name, the wife must still join in any 
transfer to a third party in order to 
release her dower interest (in those 
jurisdictions where dower exists). 
The 1954 Code improved the tenancy 
by the entirety as an estate planning 
vehicle permitting the date-of-death 
value, rather than original cost, to be 
used as the basis in the hands of the 
survivor for calculating capital gain. 
The gift tax problem was also removed 
so that now the husband who purchases 
property in both names with his own 
funds has the option to file a gift tax 
return on the value of the gift. but 


Mr. Stallings saw no advantage in doing | 


so. 

Recognizing the convenience of ten- 
ancy by the entirety in passing immedi- 
ate succession to the survivor without 
administrative expense and avoiding 
problems of minor children’s interests 
which might otherwise make sale diff- 
cult, Mr. Stallings cited two major draw- 
backs. One is the matter of proving 
that the survivor contributed part or 


value is not to be included in the estate 
of the decedent (who might well be the 
noncontributing wife); hence record of 
the transaction should be permanently 


preserved. The other is the inflexibility 


of the arrangement which may lead to 
additional taxes on the death of the 
survivor. 


Sprinkling Trusts and Marital 
Deduction 


Addressing himself to the matter of 


so-called sprinkling trusts. Inman Bran- [ 


don of Atlanta cited the provision of the % p |. 


Regulations which requires trust income 


used to discharge an obligation to be | 
of the § 


included in the gross income 


obligor. This poses a problem where jf 
B ARC 


minors are included in the class among 
whom income may be sprinkled. If the 
income is accumulated the purpose of 
the trust to meet the needs of beneficiar- 


ies is defeated. Mr. Brandon therefore | 
suggested a bequest of principal for | 
minors rather than the use of trust in | 


come for their support. 


Formula clauses for obtaining the | 


maximum marital deduction do not ap- 
peal to Mr. Brandon. None yet devised 
is quite adequate and the greatest ob- 
jection, in the speaker’s opinion, is that 
such clauses are rarely intelligible to 
the testator. A formula clause also cre 
ates an income tax problem by reason 
of possible appreciation in values from 
date of death to distribution. He recom 


(Continued on page 283) 
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we ALABAMA 
ANNISTON—Max W. Matthews elected asst. vice president 
cy j@ and asst. trust officer, ANNISTON NATIONAL BANK. 
ng ARIZONA 
pe PHOENIX—William F. Brown promoted to asst. trust officer 
ss at ARIZONA TITLE GUARANTEE & TRUST Co. 
: ‘ . ; 
7 PHOENIX—Lynn Lloyd retired as senior vice president in 
~— charge of VALLEY NATIONAL BANK’s trust department, but 
red will continue as a member of the trust committee. Lloyd 
ses plans to make his home in La Jolla, Cal., but will commute 
wn to Phoenix for committee meetings. He joined the Phoenix 
tax bank in 1954 after a 25-year association with Harris Trust 
but |@ & Savings Bank of Chicago, and under his direction Valley 
ing *% National’s trust assets have doubled. 
CALIFORNIA 
ee LOS ANGELES—David H. Allen and Robert L. Risley 
we : elected asst. trust officers of TITLE INSURANCE & TRUST Co. 
Ou 
a SAN FRANCISCO—Donald W. Holgate will retire in May 
: as vice president in charge of the trust department of 
»STS ° . 
fe » Pactric NATIONAL BANK, and will be succeeded by Franklin 
a » B. Williams, vice president. Holgate will continue in a con- 
aw: & sulting capacity. 
'"S | sANTA BARBARA—At First WESTERN BANK & TRUST Co., 
= 4 Thomas K. Niedringhaus, III, named trust officer and as- 
tire §& sistant secretary; and Whitney H. Newland asst. trust officer 
tate & and assistant secretary. 
the § 
lof fi CONNECTICUT 
ntly : BRIDGEPORT—B.tack Rock BANK & TRustT Co. elected 
‘lity | Frank J. Clark president and trust officer to succeed the 
j “A © retiring Harold C. Main; and Stephanie Ruscavage, asst. 
the > trust officer. 
BRIDGEPORT—Frederick A. Strong promoted to vice presi- 
dent and trust officer of CONNECTICUT NATIONAL BANK; 
al Ernest E. Schreier and Malcolm G. Wilber, trust officers; 
> and Hilda H. Rebmann, asst. trust officer. 
+ at F HARTFORD—ConNECTICUT BANK & TRUST Co. named G. 
oe : Harold Reinhardt a corporate trust officer, Frederick W. 
f th 3 Kawam an asst. corporate trust officer; and advanced Carroll 
the © P. Lovejoy to trust officer. 
come & : 
' be | WATERBURY—Kenneth A. Smith elected trust operations 
, a © officer at CoLoNIAL Trust Co. 
ef 
here § FLORIDA 
nong } ARCADIA—At Dersoto NaTIONAL BANK, W. J. Peacock, 
f the @ Jr., vice president, assigned additional duties as asst. trust 
se of officer’. 
iciar- | JACKSONVILLE—Kenneth E. Haefele named vice presi- 
efore @ dent and trust officer in charge of the trust department of 
| for @ FLorinA NATIONAL BANK, succeeding W. Hardin Goodman, 
st ine | "ecently retired. Haefele comes from Flint, Mich., where he 
® held the same position at GENESEE MERCHANTS BANK & 
- Trust Co. Also at Florida National, H. Ewing Dean, Jr., 
yt ap- 
vised 
t ob- 
; that 
le to 
) cre 
eason 
from 
ecom : _ ; ee é : : 
Kk. E. HAEFELE SANFORD R. PIERCE CLIFFORD M. HAMES 
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was named assistant cashier for business development, and 
Frank Whitehead, asst. trust officer. 


MIAMI—Judge Oscar S. Caplan promoted to vice president 
and trust officer at CENTRAL BANK & Trust Co. Judge 
Caplan served for over 30 years in the Probate and Munici- 
pal Courts in Illinois, and under his supervision the bank’s 
trust assets increased from $300,000 to nearly $15,000,000 
in less than two years. 


MIAMI—Lewis W. Smith advanced to trust officer, and 
Marjorie J. Morris elected asst. trust officer, at First Na- 
TIONAL BANK. 


MIAMI—Sanford R. Pierce appointed trust officer of PAN 
AMERICAN BANK, succeeding Horace K. Hays, who resigned 
to become president and trust officer of TRUST COMPANY OF 
THE VIRGIN ISLANDs. A graduate of Boston U., Pierce has had 
20 years of experience in tax and trust work, formerly hav- 
ing been with Old Colony Trust Co. in Boston and First 
National Bank in Miami. 


MIAMI BEACH—E. Paul Sutton retired as vice president 
and trust officer of Miami BEACH First NATIONAL BANK 
after serving 14 years. 


ORLANDO—Clifford M. Hames elected vice president and 
trust officer of First NATIONAL BANK; Joe Scott Kirton, a 
senior trust officer. Hames is a graduate of Emery U. and 
Atlanta Law School, while Kirton is a graduate of U. of 
Florida law school and completed a trust management course 
at the Graduate School of Banking. 


GEORGIA 


AUGUSTA—Lynn R. Leonard joined First NATIONAL BANK 
& Trust Co. as trust officer. He is a graduate of U. of 
Nebraska and U. of Georgia Law School. 


ILLINOIS 


CHICAGO—Edward S. Jackson, trust officer, named 
president at CENTRAL NATIONAL BANK. 


CHICAGO—W. Norbert Engles elected president of CHICAGO 
City BANK & Trust Co. succeeding Frank C. Rathje, who 
held that title over 30 years, who remains as consultant 
and advisor to the new president and board. Engles is a 
former deputy administrator of the small business ad- 
ministration. 


CHICAGO—Byron E. Bronston retired as a second vice 
president in the trust department of CONTINENTAL ILLINOIS 
NATIONAL BANK & TRUST Co., after 30 years of service. He 
becomes associated with the law firm of Dallstream, Schiff, 
Hardin, Waite & Dorschel as special counsel. Bronston is 
active as a member of tax and trust law committees of 
both the American and state bar associations. 


CHICAGO—Daniel F. Kemp promoted to asst. vice president 
and trust officer of LA SALLE NATIONAL BANK. Kemp is a 
graduate of Knox College and U. of Michigan Law School, 
and has been trust officer since 1952. Robert J. Avery 
advanced from trust officer to asst. vice president in the 
trust investment department. 
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CHICAGO—John W. Mills elevated to trust officer at LIVE 
Stock NATIONAL BANK, succeeding Edwin C. Crawford, 
retired. 

CHICAGO—John E. O’Shaughnessy named president of MER- 
CANTILE NATIONAL BANK to succeed J. Vincent O’Neill, 
resigned; Peter F. Kaufman elected vice president and con- 
tinues as trust officer. 

JACKSON VILLE—ELLIioTT STATE BANK promoted James R. 
Duewer to vice president and trust officer to succeed Chester 
A. Hemphill who resigned after 39 years with the bank. 
OAK PARK—Clarence R. Preiss made vice president in 
addition to trust officer at OAK Park Trust & SAVINGS BANK. 
SPRINGFIELD—Robert V. Prather advanced to asst. vice 
president and trust officer of ILLINOIS NATIONAL BANK. 


INDIANA 
INDIANAPOLIS—Lee P. Hargon, assistant cashier in the 
trust department of MERCHANTS NATIONAL BANK & TRUST 
Co., promoted to asst. vice president. 
LA PORTE—Lorenz G. Schumm retired as vice president 
and trust officer of First NATIONAL BANK & TRUST Co., and 
Robert F. Geeting appointed trust officer. 
MUNCIE—Frank B. Bernard elected president of MErR- 
CHANTs TRUST Co. to succeed the late Russell G. Isenbarger. 


KANSAS 
KANSAS CITY—Willard J. Breidenthal elected president 
of COMMERCIAL NATIONAL BANK succeeding E. W. Stilwell, 
elected chairman; and Max A. Dupuy, asst. trust officer. 


LOUISIANA 


LAFAYETTE—GUuARANTY BANK & TRUST CoO. promoted 
Arthur J. Broussard to asst. vice president and trust officer. 


MARYLAND 


CUMBERLAND—Hugh D. Shires elected vice president and 
trust officer at First NATIONAL BANK. 


MASSACHUSETTS 


BOSTON—Thomas J. Byrne and Gordon H. Sellon elected 
asst. trust officers of NATIONAL SHAWMUT BANK. 


BOSTON—Paul I. Wren elected vice president and member 
of the trust investment committe of OLD CoLONY TRUST Co. 
Since January ’57 he has been serving as Assistant to the 
Secretary of the Treasury of the United States. His assign- 
ment included work on debt management and government 
financing. 

SPRINGFIELD—Sager T. McDonald advanced to trust offi- 
cer, at THIRD NATIONAL BANK & TrusT Co., and Marion L. 
Robbins became first woman officer of the bank when ap- 
pointed asst. trust officer. 

WORCESTER—Allen Potter retired as vice president and 
trust officer of MECHANICS NATIONAL BANK. 


MICHIGAN 


ANN ARBOR—At ANN ArBor TrusT Co. former trust offi- 
cers Harry E. Foster and Richard J. Mann advanced to vice 
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Renovated trust department of Hartford National Bank and Trust 
Co., showing southeast officers’ platform. All major divisions of 
the trust department have been remodeled and redecorated, with 
greatly increased space to keep pace with the growth of the de- 
partment over the past ten years. Senior Vice President Barclay 
Robinson pointed out that during this period, the staff has grown 
from 76 to 198, the number of accounts from 1,700 to approxi- 
mately 3,500, and total assets from $218 million to approximately 
$515 million, exclusive of certain custodian accounts. 


presidents and trust officers. Foster is a graduate of Olivet 
(Mich.) College and has been with Ann Arbor Trust since 
1935; Mann joined the staff in 1957 and is a graduate of 
U. of Michigan Law School. 

DETROIT—DEtTrRoIT BANK & TrRuST Co. raised Allen B. 
Allwein and Mark C. Stevens to vice presidents in the trust 
department; John C. Grix and B. James Theodoroff to trust 
officers; and Lloyd K. Lindland, John E. Park and Cleveland 
Thurber, Jr. to asst. trust officers. 

FLINT—GENESEE MERCHANTS BANK & TRuST Co. 
Varian H. Smith, trust officer, as head of the trust depart- 
ment following resignation of K. E. Haefele who joined 
FLORIDA NATIONAL BANK of Jacksonville. 


MINNESOTA 


MINNEAPOLIS—First NATIONAL BANK promoted Clinton 
Morrison to vice president, Harvey N. Daniels and Frank 
A. Richards to asst. vice presidents, and elected James P. 
Hesketh assistant secretary, all in the trust department. 


MISSISSIPPI 


JACKSON—James E. Allen promoted to asst. trust officer 
at DEPOSIT GUARANTY BANK & Trust Co. With the bank 
a year, Allen was formerly with the Internal 
Service where he specialized in estate and gift taxes. 


MISSOURI 
JOPLIN—W. F. Reynolds named chairman and chief ex- 
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ecutive officer, and Guy McHenry president, at First NA- 7 


TIONAL BANK. Reynolds had been president since 1937, and 
was vice president and trust officer, as was Mr. McHenry. 
KANSAS CITY—Thomas J. Alexander 
officer at COLUMBIA NATIONAL BANK. 
ST. LOUIS—Edwin H. Bosse named vice president and trust 
officer of MUTUAL BANK & Trust Co., having resigned from 
the same position with St. Louis County NATIONAL BANK 
in Claytcen. 


elected asst. trust 


NEVADA 


RENO—G. William Belcher advanced to vice president and 
trust officer of SECURITY NATIONAL BANK. 


NEW JERSEY 


CAMDEN—Thomas J. Degnan, graduate of U. of Minnesota 
School of Journalism, named director of advertising at 
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CAMDEN TRUST Co. Degnan formerly was with First Na- 
tional of Minneapolis and Queens National Bank of New 
York. 


MORRISTOWN—Gordon B. Tuohig appointed assistant 
secretary and asst. trust officer of MORRISTOWN TRUST CoO., 
in trust administration. 


NEW YORK 


NEW YORK—At City BANK FARMERS TRusT Co., A. G. 
Quaremba retired as vice president in the trust department 
and as chairman of the Committee on Taxation of the 
Trust Division, American Bankers Association. New trust 
officers appointed are Allen C. Duncan, Vailfred J. Gardner 
and Arthur Hall; and Bernard J. Ginnity made assistant 
secretary. 

NEW YORK—MANUFACTURERS TRusT Co. elected Stanley P. 
Bahr as vice president, Franklin E. Freeman as trust officer, 
poth in personal trust. Bahr joined the company in 1930 
and has been a trust officer since 1947; Freeman began with 
the predecessor Brooklyn Trust Co. in 1930. 

NEW YORK—Bernard F. Dunigan named asst. trust officer 
at the Rockefeller Plaza office of NEw YorkK Trust Co.; and 
John A. Mears an assistant secretary in trust accounting 
department of the personal trust division. 
ONEIDA—Clifford W. Cramp named vice president, trust 
officer and manager of the Oneida office of LINCOLN Na«- 
TIONAL BANK & Trust Co. of Syracuse. 


NORTH CAROLINA 


ASHVILLE—William J. Reese, Jr. elected asst. trust offiecr 
of First NATIONAL BANK & TRUST Co. 

CHARLOTTE—At AMERICAN COMMERCIAL BANK, J. L. 
Bookout named assistant secretary in addition to being asst. 
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trust officer; C. W. McGriff transferred from trust officer to 

loan officer, with the title of vice president and secretary. 
ROCKY MOUNT—E. V. S. Draper advanced from asst. trust 
officer to trust officer of PLANTERS NATIONAL BANK & TRUST 
Co. With the trust department since 1949. Draper is a 
graduate of the Graduate School of Banking. 
WINSTON-SALEM—Officers of WAcHOvIA BANK & TRUST 
Co. who recently retired are: Richard G. Stockton, executive 
committee chairman and former trust officer; Charles E. 
Wood, Jr., vice president and trust officer; and Charles E. 
Norfleet, vice president and trust officer. 


OHIO 


CINCINNATI—Philip P. Brooks, Jr. elected vice president 
and investment officer of CENTRAL TRUST Co., succeeding 
Harry C. Harshman who resigned to become vice president 
of MARINE MIDLAND Corp. of New York State. Brooks here- 
tofore has been asst. vice president and trust investment 
officer with OHIO CITIZENS TRUST Co., Toledo. He is a grad- 
uate of Dartmouth and the Amos Tuck School of Business 
Administration. James H. Lewis will join the trust depart- 
ment March 24th, coming from SeEcuriIty Trust Co. of 
Rochester, N. Y. where he was asst. vice president and trust 
officer. 
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CLEVELAND—Werner D. Mueller elected a trust officer at 
CENTRAL NATIONAL BANK. Mueller has served in accounting, 
personal trust and administrative divisions of the trust de- 
partment, and is a graduate of Harvard U., cum laude, 
bachelor of arts, and an LL.B. degree from the Law School. 
COLUMBUS—Robert H. Bartholomew and Richard V. Kropp 
promoted to asst. trust officers at OHIO NATIONAL BANK. 
DAYTON—G. L. Hammond advanced from vice president and 
trust officer to senior vice president of MERCHANTS NATIONAL 
BANK & Trust Co. 

TOLEDO—Richard W. Phillis named manager of the em- 
ployee benefit plan division of the trust department, at 
OHIO CITIZENS TRusT Co. 

WARREN—SECOND NATIONAL BANK named L. E. Baughman 
an asst. vice president and asst. trust officer. 


YOUNGSTOW N—Robert J. Boyd and G. Scott Booth elected 
asst. trust officers of DoLLAR SAVINGS & TRUST Co. 


OKLAHOMA 


OKLAHOMA CITY—Waldemar F. Pralle appointed asst. 
vice president and trust officer at Ciry NATIONAL BANK & 
Trust Co. Graduate of U. of Oklahoma with bachelor of 
science degree in business administration, and a LL.B. de- 
gree from the Law School, Pralle joined City National in 
1949. He is a vice president of the trust division of Okla- 
homa Bankers Association, and secretary of the Oklahoma 
City Estate Planning Council. 

OKLAHOMA CITY—John Ervin promoted to trust officer, 
at FIDELITY NATIONAL BANK & TrusT Co. He is a graduate 
of Oklahoma U. Law School. 

OKLAHOMA CITY—Robert C. O’Kelley elevated to trust 
officer, handling corporate accounts, at First NATIONAL 
BANK & TrRusT Co.; and chief clerk of the trust department 
Carroll Johnson appointed asst. trust officer. 


PENNSYLVANIA 


ALLENTOWN—Norman C. Wolf promoted to vice president 
and trust officer of First NATIONAL BANK, and Dalton 
Schaadt to asst. trust officer. 








New trust department quarters at National Bank of Commerce 

of San Antonio. In foreground are the department’s heads (I. to r..) 

Samuel A. Chapman, William H. Webster and Charles P. Hol- 

brook, representing 61 years of trust experience. The bank opened 
its new $8 million, 20 story building in January. 
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ALLENTOWN—H. F. Hauck has resigned as trust officer of 
LEHIGH VALLEY TRUST Co. 


McKEESPORT—Edward Soroka appointed trust investment 
officer for the 16-branch office operation of WESTERN PENN- 
SYVANIA NATIONAL BANK. He was formerly with PEOPLEs 
First NATIONAL BANK & Trust Co., Pittsburgh, where he 
held the same title. Attorney Thomas M. Hill joined the 
bank as trust officer. 


PHILADELPHIA—John W. Thorn promoted to vice presi- 
dent in the trust department of First PENNSYLVANIA BANK- 
ING & TRUST Co. Formerly secretary of the company, Thorn 
is succeeded in that position by Anthony G. Felix, Jr., vice 
president. A graduate of U. of Pennsylvania Wharton 
School and Temple U. Evening School of Law, Thorn joined 
First Pennsylvania in 1934, was made supervisor of trust 
department docket division in 1938, and in 1954 he became 
secretary. 

Also promoted were Raymond G. Brunner, to trust officer, 
and William M. Krayer, to corporate trust officer; and newly 
elected were Howard B. Richardson to assistant secretary, 
trust department, Neale C. Bringhurst to asst. trust offi- 
cer; and C. David Fassett and Wilbert C. Fidler to tax 
cfficers in the trust department. 


PITTSBURGH—William Dignan, III, advanced to vice presi- 
dent in the trust division, at PEOPLES First NATIONAL BANK 
& Trust Co. Dignan began his banking career with Peoples 
in 1945. 


READING—Donald E. Clark elected asst. trust officer of 
BERKS COUNTY TRUST Co. 


TENNESSEE 


JACKSON—At First NATIONAL BANK, new titles are as 
follows: Hugh W. Hicks, chairman and chief executive officer; 
W. E. Terry, president; Frank A. McKinnie, senior vice 
president; and Walter Barnes, executive vice president. Mc- 
Kinnie, Terry and Barnes were fcrmerly vice presidents and 
asst. trust officers. 

MEMPHIS—Robert N. Lloyd, Jr., promoted to vice presi- 
dent and senior trust officer of UNION PLANTERS NATIONAL 
BANK. Lloyd has been with the trust department since 1930. 


NASHVILLE—First AMERICAN NATIONAL BANK appointed 
Robert L. Andrews an asst. trust officer. Andrews became 
trust tax analyst in 1955 and served in operations and per- 
sonnel of the trust department. 
NASHVILLE—Edgar Derryberry named asst. trust officer 
of NASHVILLE BANK & Trust Co. 


TEXAS 


HOUSTON—Thomas W. Gregory, Jr. promoted from senior 
vice president to executive vice president and executive trust 
officer of First City NATIONAL BANK. 


HOUSTON—Marvin K. Collie elected president of NATION- 
AL BANK OF COMMERCE. Collie, Trusts and Estates’ legal 
contributing editor for taxes since ’50, has been a member 
of the law firm of Vinson, Elkins, Weems & Searls for 18 
years. A graduate of Washington and Lee U. and law 
school and of Texas U., he is a former member of the 
Council of Real Property, Probate and Trust Law Section 
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of the American Bar Association, and a former president 
of the Houston Business and Estate Planning Council. R. 
P. Doherty, former president of National Bank of Com- 
merce, becomes chairman and chief executive officer. 


PALESTINE—Dwaine Hassell promoted to assistant cashier 


department, named president and a director. Charles D. 
Trautwin, Jr., John L. Medick and Laurence M. Evans ad- 
vanced to trust officers. 


WISCONSIN 
































: and asst. trust officer, at RoyALL NATIONAL BANK. BELOIT—Louise W. Sterna named vice president and trust 
HE officer of SECOND NATIONAL BANK succeeding L. K. Munn, 
VIRGINIA retired after 50 years of service; Donald E. Engebretson 
, 4 ae a ; named trust officer; J. M. Finnegan, asst. trust officer; and 
) CHARLOTTESVILLE—William B. Trevillian named presi- H. G. Smith, director of public relations. 
)) + ee neg & ity vs eae o.oo MILWAUKEE—Oliver O. Barth, trust officer and head of 
' gon, now chairman; Channing W. Daniel, Jr., trust officer. 
; the real estate department of First WISCONSIN TRUST Co., 
. CHRISTIANSBURG—Bank OF CHRISTIANSBURG promoted C. retired at year-end, after being with the predecessor com- 
R. Cheatham to president and trust officer; R. L. Hickok pany since 1911. Anthony M. Rood elected an assistant secre- 
it to cashier and — trust anew. tary in the corporate trust department. 
7 4 ee es cuareages — a ” yo officer PORTAGE—E, J. Crowley named executive president and a 
“ § ee Serre Se ie iy SS A, SR ee, ot Se director of CiTy BANK; A. E. Koepke, cashier and asst. 
ie |) CITIZENS NATIONAL BANK. 
— trust officer. 
WEST VIRGINIA WAUKESHA—Mrs. Jane McCaughey appointed asst. trust 
. & officer of First NATIONAL BANK. 
7 | BLUEFIELD—A. K. Parker, Jr. elevated to vice president 
* . and trust officer in charge of the trust department of FLAT WYOMING 
.0 || Top NATIONAL BANK. r ine ; : 
n [gf CHARLESTON — Mason Crickard, formerly president,  LARAMIE—Trust officer F. H. Miller named asst. vice 
sd 4 CHARLESTON NATIONAL BANK, elected to the newly created PR, OF PRE AAS alee. 
st |) post of board chairman and continues as chairman of the 
re ~4=|) trust and executive committees, Paul Hinkle, former Super- CANADA 
— i ae ee: He Sh. Spee TORONTO—At EASTERN Trust Co., E. E. Spencer, formerly 
rr; ‘ manager at Vancouver branch, elected asst. general manager 
ly MARTINSBURG—Donald Edmonds named asst. trust officer at Toronto with responsibility for management of the 
y; at OLD NATIONAL BANK. Toronto branch and supervision of its Western branches. 
fi- WHEELING—Hugo E. Laupp, president of WHEELING DOL- M. A. North, formerly manager of the New Glasgow, N.S., 
AX LAR SAVINGS & TRUST Co. since 1945, elected chairman, and branch, made manager at Calgary; and Herbert K. Naylor, 
' Richard C. Hazlett, vice president in charge of the trust formerly of Windsor, Ontario, manager of Vancouver. 
31- t 
x | 
es 
, Memo to busy lawyers... 
The Personal Banking Department of The 
Northern Trust provides particular attention 
asf to the handling of the checking accounts of 
whe lawyers. An officer who has worked with at- 
“ : torneys for years, and is thoroughly conver- 
nd sant with their banking needs, is ready to 
serve you at all times. This is a continuing 
si- relationship and extends to all areas of the 
AL ff Bank when helpful to you. 
2 Why not plan to open your personal check- 
ed §& ing account at The Northern Trust today — 
- Mr. Harve H. Page, Second Vice President, 
i Personal Banking Department, will be glad 
a : to see you and discuss with you whatever 
your needs may be. 
; THE 
10r 
st ae TRUST | eas 
. COM PANY 
- 4 Northwest Corner La Salle and Monroe Streets 
al 4 elie bas i Chicago, Illinois « Financial 6-5S00 
is § 
aw ‘ MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
the & 
ion Ff 
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EXECUTIVE PLACEMENT 








Individuals seeking positions in trust 
departments may have free listing 
(maximum six lines). Respondents 
should write to Code number shown, 
care of “Trusts and Estates.” 


Former Chicago attorney, 45 with ex- 
tensive experience in trusts, estates and 
administration in both law practice and 
banking, desires Chicago, mid-west or 
Florida S.E. coast location. 83-2 


Trust Officer, 48, LL.B., in large trust 
department. West Coast, seeks to head 
department or division, experienced new 
business, probate, private, tax, opera- 
tions; former tax official, attorney. 83-3 


Practicing Boston attorney, 42, with 
15 years experience in trusts, estates, 
wills, ete., seeks senior trust position in 
trust department. 83-4 


Experienced trustman, 55, college edu- 
cation in decedents’ estates, trust, etc.., 
also business law. Thoroughly familiar 
with all phases of trust and banking 
functions. Presently serving as_ trust 
officer, complete charge. 83-6 


Employee benefit trusts-general ac- 
count administrator seeks better oppor- 
tunity with progressive institution, Lo- 
cation not a factor. 83-7 


Attorney, middle thirties, extensive 
experience in new business, estate plan- 
ning and legal aspects of Trust admin- 
istration, seeks opportunity as officer in 
charge of Trust new business. 83-8 


Asst. Trust Officer, LL.B., 33, with 8 
years trust department experience in 
taxes, estate and trust administration, 
seeks similar position with progressive 
Trust Department, preferably in West 
Coast or Rocky Mountain area. 82-5 

Man under 40, with 15 years experi- 
ence in trust administration, accounting 
(IBM), and operations, seeks broader op- 
portunity and responsibility in trust 
operations. 82-6 





RETIRED SENIOR 
TRUST OFFICER 


Small, newly formed trust company in 
Nassau, B.W.I., is seeking capable execu- 
tive for personal trust administration. 
Please reply with resume or summary of 
background and qualifications to 

Box H-83-5, Trusts and Estates 

50 East 42nd St., New York 17 








TRUST OFFICER 


One of the largest Trust Departments in 
Houston, Texas, is seeking an experi- 
enced, administrative and Public Rela- 
tions Trust Officer. Fast growing Trust 
Department. State age, qualifications, ex- 
perience, and salary desired. 

Box H-83-1, Trusts and Estates 

50 East 42nd St., New York 17 
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Bahamas News Bureau 


Cruise ships at Nassau’s Prince George wharf dwarf the smaller Bahamas craft. 





Mergers, New Trust Powers, 
Change of Title 


Stamford, Conn. — Merger of FAIr- 
FIELD COUNTY TRUST Co. and the FIRST 
NATIONAL BANK & TrRusT Co. of New 
Canaan became effective. Resources of 
Fairfield are now over $125,000,000; 
trust department funds exceed $75,000,- 
000 book value. ; 

Greenwich & Stamford, Conn. — Stock- 
holders have ratified consolidation of 
FIRST-STAMFORD NATIONAL BANK & 
Trust Co. and the GREENWICH TRUST 
Co., under the name of NATIONAL BANK 
& TRUST Co. OF FAIRFIELD COUNTY and 
under the charter of the First-Stamford. 
The new bank will have five offices in 
Greenwich, five in Stamford and one in 
Darien, with executive offices maintained 
in Greenwich and Stamford. Gibbs Lyons 
is chairman of the board; F. R. Gisborne, 
Jr., vice chairman; Eugene G. Blackford, 
executive committee chairman, and Ben- 
jamin Blackford, president. The com- 
bined institution now has trust assets of 
more than $90 million. 

New Haven, Conn. — ANSONIA NA- 
TIONAL BANK merger into UNION & NEW 
HAVEN TRUST Co. became effective Feb- 
ruary 11, with the Ansonia bank operat- 
ing as a branch office, and Irving E. 
Lindholm as vice president and trust 
officer in charge thereof. 

Monticello, Ind. — FARMERS & MER- 
CHANTS NATIONAL BANK has_ been 
granted trust powers. 

El Dorado, Kans. — EL Dorapo Na- 
TIONAL BANK has been granted trust 
powers under the Federal Reserve Act. 

Portland, Me. — NATIONAL BANK OF 
COMMERCE merged into the First Port- 
LAND NATIONAL BANK as of January 31. 

Duluth, Minn. — First & AMERICAN 
NATIONAL & BANK has officially changed 
its name to First AMERICAN NATIONAL 
BANK of Duluth. 

Syracuse, N. Y. — NATIONAL BANK 
& Trust Co. of Skaneateles merged into 
the First Trust & Deposit Co. of Syra- 
cuse, and became a branch of the latter. 


Syracuse, N. Y. — Stockholders of 
LINCOLN NATIONAL BANK & TRUST Co. 
and MapIson County Trust Co., Oneida, 
have approved a merger agreement un- 
der the first named institution. 

Caldwell, Tex. — CALDWELL NATIONAL 
BANK received trust powers under the 
Federal Reserve Act. 

Charlotte Amalie, St. Thomas, Virgin 
Is. — Corporate fiduciary services are 
now offered to residents for the first 
time, under charter granted to TRUST 
COMPANY OF THE VIRGIN ISLANDs by the 
Government of the Virgin Islands Octo- 
ber 30, 1957. Installation and operation 
of the services will be under the guidance 
of Horace K. Hays, president and trust 
officer, who formerly was trust officer of 
First National Bank of Miami, and re- 
cently vice president and trust officer of 
Pan American Bank of Miami. 

Nassau, Bahamas, 
B.W.I. Forma- 
tion of BANK OF 
Nova ScoTIA TRUST 
Co. Ltd., with its 
headquarters in 





Nassau, is an- 
nounced by BANK 
OF Nova _ SCOTIA, 


Toronto, Canada. 
Managing director 
will be E. Leslie Hammond, formerly sen- 
ior assistant general manager of MIDLAND 
BANK EXECUTOR & TRUSTEE Co., Ltd. 
of England, who has 35 years of banking 
and trust experience in the United King- 
dom. The company will provide a full 
range of trust services. 
A. B.A 
IN MEMORIAM 

HERMAN P. LANGFORD, vice president 
and trust officer, and a director of FIRST 
NATIONAL BANK, Orlando, Florida. 

WILLIAM G. REapy, vice president and 
trust officer of MERCHANTS NATIONAL 
BANK, Aurora, Illinois. 

GEORGE J. SOKEL, president and trust 
officer, HOME NATIONAL BANK & TRUST 
Co., Meriden, Connecticut. 


E. LESLIE HAMMOND 
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VEN THOUGH MANY EMPLOYEES ON 
Oe as behalf contributions to a 
pension plan are being made will have 
terminated or died before they reach 
retirement, the company’s annual con- 
tributions may be deducted as a business 
expense up to a certain maximum limit, 
if the actuary’s computational assump- 
about these contingencies are 
“reasonable.” This limit is the “Normal” 
cost for the year plus 10% of the Ini- 
tial Past Service Cost, and it is generally 
thought that actuaries are all in agree- 
ment about the methods to be used in 
making such computations. However, 
even when the tax deduction is to be 
taken under Section 404(a)(1)(C) of 
the Code — instead of under the alter- 
native sub-sections (A) or (B) — there 
are still points of procedure about which 
actuaries and, unfortunately, Treasury 
agents differ. 

Perhaps the commonest stumbling 
block in the way of agreement is the 
proper actuarial treatment of “gains” 
and “losses” in comparison with the 
“expectation” according to the compu- 
tational bases. For example, the in- 
service death of a company’s president 
may result in a substantial “gain” if the 
plan provides for no death benefit, and 
a similar “loss” in the contrary case. 
Other examples are a heavy severance 
of employees in a given year or an 
unlooked-for investment profit. 

The only guide the actuary has to 
the technical details of methods accept- 
able to the Treasury under 404(a) (1) 
is the Commissioner’s 1945 Bulletin on 
the essentially equivalent sections of the 
1939 Tax Code. However, this publica- 
tion was not mentioned in Rev. Rul. 
97-163 (issued in April 1957) which 
listed the present applicability of all old 
Mimeographs, Rulings, Procedures and 
P. S.’s. Are actuaries to conclude that 
the Bulletin was not mentioned because 
it was too technical for inclusion? 
Whatever be the answer the actuary 
must continue to use and to quote the 
Bulletin because there is nothing else 
that even gives him a clue as to the 


tions 
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PENSION and PROFIT SHARING DIGEST 


HILARY L. SEAL 


Morss, Seal & Bret; Lecturer in Statistics, Yale University 


EFFECT ON TAX DEDUCTIONS OF “GAINS” AND “LOSSES” IN PENSION FUND 


methods he may use in his actuarial 
valuations. That this is a very im- 
portant problem may be illustrated by 
a case of “gains” that occurred recently. 


Entry-Age-Normal Financing 


The 1945 Bulletin is quite explicit 
on the treatment of “gains” that appear 
as a result of an actuarial valuation. If 
the Entry-Age-Normal method has been 
used these “gains” are to be calculated 
by a formula specified in the Bulletin 
and illustrated by numerical examples. 
The “gains” are, in fact, all to be de- 
ducted from the maximum limit other- 
wise available in that year or the year 
thereafter and once the choice of year 
has been made it must be followed con- 
sistently. There is no possibility, as we 
see it.” of “spreading” these gains over 
a number of future years. 


For example, if the Normal cost of 
the year were $250,000 and the Initial 


Past Service cost — not yet wholly 
amortized — has been $3 million. the 
unadjusted maximum __ tax-deductible 


limit of $550,000 (i.e., $250,000 plus 
10% of $3 million) would have io be 
reduced to $300.000 if the fund had 
sold some of its assets and had made a 
profit of $250,000. Fortunately the Bulle- 
tin provides that if the Normal cost 
plus interest on the existing Unfunded 
Past Service cost (this “Unfunded” be. 
ing the result of subtracting the fund 
from the newly calculated Past Service 
cost — not the Initial amount) is 
greater than the adjusted maximum this 
larger amount may be paid. Thus if the 
Unfunded Past Service cost in the fore- 
going example were $2 million, the 
“floor” of tax deduction would be $310.- 
000 (i.e., $250,000 Normal plus 3% 
of $2 million) which is $10,000 larger 
than the “adjusted maximum.” How- 
ever, this $10,000 would be carried for- 
ward and would reduce the maximum 
limit in the succeeding year. 


*Though C. L. Trowbridge in the discussion on 
his paper: Fundamentals of Pension Funding, 
Trans. Soc. Actuar., 1952, differed from this view. 






But what about “losses”? A numer- 
ical illustration in the Bulletin makes 
it clear that these can only be made up 
tax-deductively at the rate of 10% a 
year. In fact the Special 10% Base 
which may be used in lieu of the Initial 
Past Service cost is essentially the latter 
adjusted by the cumulation of past loss- 
es. Strangely enough the Treasury found 
it necessary recently (Rev. Rul. 57-550) 
to spell this out in a particular case 
where the whole of the Initial Past Serv- 
ice cost had been amortized. Their con- 
clusion was precisely that of the Bulletin 
but no reference was made thereto. An 
actuary who followed the Bulletin would 
never have asked his client to request 
the Ruling just cited since it was asking 
the obvious. On the other hand if the 
question was in order how about ques- 
tioning all the other procedures we have 
believed were settled by the Bulletin? 
Would the Treasury’s answer always 
conform to its (unmentioned) Bulletin 


of 1945? 
Frozen-Initial-Liability Financing 


It will have been observed that the 
Bulletin prescribes the deduction of a 
“vain” within one year (unless part 
of it is carried forward automatically 
by the “floor” rule mentioned earlier) 
but the deduction over 11 years of the 
contributions required to .make up a 
“loss.” This seems an unfair procedure 
but has never worried the actuary who 
is familiar with the Bulletin — and with 
his own actuarial tools. 

For the Bulletin specifically permits 
the use of a variant of the Entry-Age- 
Normal method of financing known as 
the Frozen-Initial-Liability method. If 
this method is followed to the letter the 
annual computation of “gains” accord- 
ing to the formula laid down in the 
Bulletin invariably results in the figure 
zero. How can this occur when, as 
in the earlier example, a company has 
made an investment profit of $250,000 


+See H. L. Seal: “Acceptable” funding methods 
for self-insured pension funds, Proc. Confer. Ac- 
tuar. Public Practice, 1954. 
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in a certain year? The answer is that 
the Frozen-Initial-Liability method au- 
tomatically spreads both “gains” and 
“losses” over the average future service- 
lifetimes of all existing plan _partici- 
pants. If this average future service- 
lifetime is 15 years, say, the company 
making a “loss” will only be able to 
pick it up over 15 years instead of over 
the 11 years implied by Rev. Rul. 57- 
550. On the other hand only one-fif- 
teenth of its $250,000 investment profit 
will be deducted from its maximum tax 
limit this year instead of the whole of 
it, and the balance will be distributed 
automatically over future years by suc- 
cessive actuarial valuations. 


In other words the actuary who anti- 
cipated “gains” in comparison with his 
(“reasonable”) actuarial assumptions 
has always chosen the Frozen-Initial- 
Liability method of financing for his 
actuarial computations. In fact some of 
the largest corporations in this country 
have pension plans valued by this 
method. We mention, in passing, that 
an actuary cannot change from Entry- 
Age-Normal to Frozen-Initial-Liability 
once his calculations under the former 
method have been filed but may do so 
in a subsequent year (Regs. Sec. 
1.404(a)-3(c)). 








IN DELAWARE 


Equitable Security’s wide experience 
in estate settlement and trust admin- 
istration is backed by financial integ- 
rity, prompt, sympathetic attention to 
needs of beneficiaries, and impartial, 
informed group judgment. Our facil- 
ities are efficient, economical, com- 
plete—recognized and used through- 
out the world. Wherever you and 
your customers are, you can depend 
on us ... we are always at your serv- 
ice in Delaware. 


EQUITABLE SECURITY 


TRUST COMPANY 


Main Office: 901 Market Street 
Wilmington, Delaware 


Wilmington « Newark « Odessa » Smyrna e Dover 


Member: FDIC @ Federal Reserve System 
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The Case of Company A 


Let us now apply these principals to 
the actual case of company A whose 
trustee had made such a large invest- 
ment profit that the current Past Service 
cost was actually less than the value of 
the fund or, in other words, the Un- 
funded Past Service cost had become 
negative. Using the Entry-Age-Normal 
method of computation it might be 
argued that the “floor” rule mentioned 
earlier would permit payment of the 
Normal cost minus the interest on the 
“Overfund,” since this would be the di- 
rect application of the rule given in the 
Bulletin. This might reduce the com- 
pany’s tax-deductible contribution (or 
carry-over) in that year to zero. Or it 
might be too “algebraic” for the Treas- 
ury who argued in South Penn Oil Co. 
v. Comm., 17 T.C. 6 (1951) that no 
deduction at all was allowed if the Un- 
funded Past Service cost was negative. 
Although the Treasury lost this argu- 
ment the Commissioner has not ac- 
quiesced in the court’s findings that the 
Normal should always be deductible in 
full. The Treasury agent for company A 
thus disallowed the company’s contribu- 
tion for the year in question. 

However, suppose the Frozen-Initial- 
Liability method had been used. The 
whole of the “overfunding” would be 
spread over the future service-lifetime 
of the employees and the Normal cost 
{called Current Service cost in this 
method) would be reduced — probably 
substantially. Nevertheless strict appli- 
cation of the Bulletin’s “gains” rule still 
produces a zero deduction from the 





maximum limit otherwise obtainable 
which thus remains: Current Service 
cost plus 10% of the Initial Past Serv- 
ice cost (unless the whole of the IJni- 
tial Past Service has already been “tax. 
deducted” in prior years). 

We may thus conclude with the ob- 
servation that the actuary’s choice of 
the appropriate financing procedure to 
use in his calculations may be, or be- 
come, of considerable importance to ihe 
employer who wants to “tax-deduct” as 
much as possible in a given year. 


Trends in Negotiated Pension Plans 


The February, 1958, edition of “Cur- 
rent Comments on Pension and Profit- 
Sharing Plans” issued by the Second 
Bank-State Street Trust Company of 
Boston, contains an excellent summary 
of recent trends in union-negotiated 
pension plans. We can thoroughly rec- 
ommend this summary and suggest that 
interested readers apply to the bank. 

Another useful article about union 
pension plans was recently issued to reg- 
ular subscribers of the “Employee Bene- 
fit Plan Review,” published by Charles 
D. Spencer and Associates, Inc., 166 
West Jackson Boulevard, Chicago 4, Illi- 
nois. This consists of an historical sum- 
mary of the pension demands of the 
automobile workers together with their 
current demands. This summary is both 
useful and interesting. 


A A A 


@ The 27th Mid-Continent Trust Con- 
ference of the American Bankers Asso- 
ciation will be held at the Statler Hotel, 
St. Louis, November 6 and 7. 








our 
services 
include 


SAINT JOHN, N.B. 2 





Estate Planning 

Executor and Trustee 
Administrator of Estates 

Agent for Executors or Trustees 
Management and Safe Custody 


Real Estate: — appraisals 


Trustee of Bond Issues 
Transfer Agent and Registrar 
Paying Agent 

Trustee of Pension Funds 
Trustee of Endowment Funds 
Mortgage Loans 


MONTREAL TRUST 


Company 


MONTREAL @ CALGARY @ EDMONTON e@ HALIFAX 
TORONTO @ VANCOUVER @ VICTORIA @ WINNIPEG 
REGINA ca 
LONDON, ENGLAND 


— sales and purchases 


— management 


QUEBEC, P.Q. 
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ON THE PUBLICITY FRONT 


Newspaper and Magazine Advertising 


“Only ten minutes old and already the 
beneficiary of a Living Trust” — accom- 
panied by photo of the doctor holding 
the new-born infant — starts off the 
story of a father who gave his baby boy 
“a unique gift, priceless in its security 
and for the peace of mind it gives both 
parents.” The ad, from Rhode Island 
Hospital Trust Co., Providence, explains 
what a living trust is, that “scores of 
New England doctors” have found it the 
best plan for themselves and their fami- 
lies, that it can serve as a retirement or 
pension fund, that it incorporates many 
of the objectives of a will, and that it 
“can be started now.” 

This is one of a series of ads from 
this trust company published in the 
Rhode Island Medical Journal. Some 
stress the fact that a doctor is too busy 
to look after his own investments — 
“While he guards his patients’ health his 
unwatched securities may waste away , 
“His last patient in a 68 hour week”, 
“Who watched his securities today?” 
One strikes the note of immediacy, with 
the doctor asking the nurse to call the 
trust company’s number for him. Sev- 
eral more emphasize the vacation and 
retirement themes as benefits of a living 
trust. One — “Prescription for a success- 
ful hunt” — comments on the prepara- 
tions the doctors made before going to 
the hunting lodge and says, “Because 
most professional men make a habit of 
planning ahead in everything they un- 
dertake, it’s no wonder that a growing 
number of them are establishing Living 
Trusts for the security of their families.” 

“Remember how Grandad showed 
me?” asks the small boy as he builds a 
of mechanical toys while 
Grandma looks on. The picture in full 
color and occupying two-thirds of the 
page appears in one of a series of na- 
tional ads by Royal Trust Co., Montreal. 
The text indicates that the boy could 
never forget his grandfather because he 
knew how to build a toy bridge as well 
as a real one and always had time for a 
small boy. The widow could not forget 
him for a number of reasons including 
thai “he had seen to it that she had an 
adviser and protector always — there 
when needed to settle the estate, to man- 
age investments, to safeguard assets.” 

‘Ducks, Dividends and Destiny” — 
with picture of the men setting out their 
decoy — carries the comment from City 
Bonk Farmers Trust Co., New York, that 
“The full enjoyment of leisure calls for 
financial assurance . . . these gunners 


structure 
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can relax in the knowledge that the 
‘safety’ is on back in the city.” The ad 
offers a copy of “How to Get the Most 
Out of Your Investments.” 


Two violins whose polished surfaces 
reflect scenes from the trust department 
decorate an ad from First National 
Bank, Fort Lauderdale, that quotes from 
Shakespeare and comments, “Instru- 
ments . . . whether they be those of the 
orchestra, in the hands of artists, or 
those of your well-planned First Na- 
tional estate program, can bring closer 
harmony to your family.” 


“Your Fair Lady . ’ titles an ad 
from Puget Sound National Bank, Ta- 
coma, pointing out that few women have 
had experience in the many legal and 
business details involved in settling an 
estate. After suggesting consultation 
with an attorney the ad continues, 
“Special attention should be given to 
naming a bank as executor. A bank’s 
trust department acts as a business man- 
ager for estates. It has the experience . . . 
it is timeless and permanent and has 
financial responsibility.” 


“Time out for the future” titles an ad 
of United States Trust Co., New York, 
that deals with a customer who was tak- 
ing his family on a sight-seeing tour of 
the financial district and included his 
trust department. “For both the family 
and for us it is an important chapter in 
the mutual confidence and understand- 
ing on which every trust relationship de- 
pends. This visit — time out for friend- 
ship — may prove to be wonderfully 
helpful in 19xx.” 


“How this successful businessman im- 





Illustration in Rhode Island Hospital Trust 
Co.’s ad “Relaxing is for doctors, too.” 





proved his investments” is described in 
an ad of City National Bank & Trust 
Co., Chicago, which describes the advan- 
tages this owner of $75,000 in stocks 
and bonds derived from “one easy step” 
— opening an investment service ac- 
count. 

“It will take more than money to pro- 
tect their future” comments an ad of 
Lincoln Rochester (N.Y.) Trust Co. 
which pictures a young mother with son 
and daughter around the kitchen table. 
Assurance of wise management and dis- 
tribution of the total estate are equally 
important, hence a sound estate plan. 

“Estate planning, like house planning. 
is a two-sided affair” observes Fulton 
National Bank, Atlanta, in an ad that 
pictures a young husband and wife con- 
ferring over house plans. “A husband 
often delays making a will and planning 
the welfare of his wife and children sim- 
ply because his wife “doesn’t like to dis- 
cuss it.’ If you have put off such a dis- 
cussion, we urge you to make plans now. 
Advance planning saves large sums in 
taxes and administrative costs and solves 
many problems.” 

“Is your life insurance tax-free?” in- 





Se 








quires an ad from Commerce Union 
Bank, Nashville, in an ad that states 
some of the federal and state provisions 
about life insurance taxation. Those in 
any doubt are advised to consult their 
life underwriter, lawyer and trust officer. 
Copies of the ad were mailed to life un- 
derwriters. 


Booklets 


“First National (of Atlanta) Com- 
ments on Today’s Estate Planning Prob- 
lems” — a 4-page folder — observes 
that two factors are increasing the popu- 
larity of Agency Service: 1) Lack of 
time for personal affairs on the part of 
many; 2) Growing complexity of in- 
vestment problems. Both agency and cus- 
todian services are described in concise 
paragraphs. The opening letter, signed 
by N. Baxter Maddox, senior vice presi- 
dent and trust officer, states that “Today 
the mere ownership of property involves 
burdensome responsibilities. We believe 
that you may be one of those for whom 
we can provide welcome relief from some 
of these responsibilities.” 

A booklet “respectfully dedicated to 
our customers whose continued confi- 
dence is the vital force behind our trust 
department” serves for lowa-Des Moines 
National Bank as an introduction to the 
department personnel and its services. 
Following messages from the president 
and the senior vice president, the booklet 
shows the present trust department staff 
in contrast to 32 years ago when the 
department was organized and “few 
Iowans used or understood trusts.” A 
page each is given to the estate planning. 
estate administration, personal trust and 
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window display, which will appear on Dave Garro- 
ways “Today” show on March 26 in connection with the opening of the Alaska White 
Alice project on that date. Model is of one of a series of huge antennas which warn of 
approaching enemy planes or missiles. Display ties in with the “day-by-day vigilance of 


When the entire display is removed from 


one of Hanover’s windows for the March 26 show, a placard will carry the message 
“White Alice is on Dave Garroway’s ‘Today’ show. Will return to this window tomorrow.” 


agency and investment divisions. Photo- 
graphs show the newly decorated and 
expanded quarters and identify officers 
and assistants by name and title a 
great convenience to prospective cus- 
tomers. The Trust Committee and the 
Trust Investment Committee each get a 
page with a group photo and the names 
and positions of the members. This is in 
addition to a brief description of the 
work of each division or committee. 
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Direct Mail 


A novel approach to direct mail con- 
tent is under experiment at Fort Worth 
National Bank in the form of a series of 
letters each introducing a member of 
the trust department, telling what he 
does and why he likes it. The bank pre- 
pares a brief biographical sketch to ac- 
company the letter. While it is too soon 
to evaluate reactions, comments from 
commercial officers have been favorable 
and in some cases customer recipients 
are passing on the material to relatives 
or friends suggesting they talk with the 
bank about estate plans. 


In the first letter, trust officer John 
Barry Hubbard told customers 
prospects what he did and why he 
liked it. For example: “One part of my 
job which I consider pretty important. 
and from which I get a lot of satisfac- 
tion, is the time spent with friends and 


and 


customers — and their attorneys and 
other advisers — in helping to work out 
effective estate plans for them. . . | 
make talks before clubs and other or- 
ganizations about wills, estates and 


” 


rusis..... 


The biographical sketch — with pen- 
cil drawing of Mr. Hubbard — sets 
forth his academic and trust training. 
his family interests and his civic activi- 
ties. The summary is signed by Floyd 9. 
Shelton, vice president and senior trust 
officer. 
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A Corporation’s Approach to 


ESTATE PLANNING FOR EMPLOYEES 
M. D. CONKLIN 


Treasurer, The Champion Paper and Fibre Company, Hamilton, Ohio 


[Mr. Conklin heads the estate planning 
department of his company. His background 
includes four years with the Internal Rev- 
enue Department as a Field Auditor in the 
Income Tax Division, eleven years selling 
life insurance, and seven years with The 
Fifth Third Union Trust Co. in Cincinnati 
as trust officer in charge of trust new busi- 
ness. While Mr. Conklin was doing an estate 
planning job in 1948 for Reuben B. Robert- 
son, Jr., who shortly thereafter became Presi- 
dent of Champion, Mr. Robertson remarked 
to the underwriter who brought him into the 
case: “If we had had somebody like Conk 
on our payroll ten years ago, it would have 
saved our executives, employees, and their 
families millions of dollars.” Out of this idea 
the present estate planning department de- 
veloped, Mr. Conklin joining the Company 
on April 1, 1949.] 


HEN ANNOUNCEMENT WAS MADE TO 

Champion’s employees that an es- 
tate planning and tax department had 
heen opened, President Robertson said: 
“Among other things, Champion should 
take the leadership in assisting their em- 
ployees when requested in working out 


their personal affairs and estate plans. 
' Men and women who have sound pro- 


| esta 


fessional advice about their finances will 
be freed from personal worries and will 
be better workers for the Company.” 

During the first three years we planned 
over 200 estates, and worked with 64. at- 
torneys, 52 life underwriters, 6 accoun- 
tants, and 25 trust companies in 15 
states. We helped sell in excess of seven 
million dollars of new life insurance and 
we placed over 45 million dollars of trust 
new business on the books of these trust 
companies. 

The department has grown to nine 
people, seven of whom spend a substan- 
tial portion of their time on estate plan- 
ning. taxes and personal problems of the 
employees. Our department handles the 
payroll of all employees who make in 
excess of $10,000, and in addition we 
handle all the records for this same 
group in with our Profit 
Sharing and Deferred Compensation 
Plan. This past year we prepared ap- 
proximately 275 tax returns. We also 
act as financial secretary for a number 
of our executive group in the General 
Office 
The basic philosophy in back of our 
e planning and personal service de- 


connection 


| pari ment is that if we can take some of 


) Cour 


the «mployees’ problems off their should- 


—— 


From an address before the Estate Planning 
il of Indianapolis. 
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ers, it relieves them “to spend more time 
on company affairs and devote more time 
to their families.” 

We spend a lot of time on confidential 
company and personal assignments. For 
example, when Mr. Robertson was asked 
to take the job of Deputy Secretary of 
Defense, one of the questions was whe- 
ther or not he would have to sell his 
stock in the company. 

We do estate planning work in our 
subsidiaries. We are also called in, occa- 
sionally, to look at the tax aspect as well 
as the estate planning problems as they 
affect the seller as well as the company 
in situations where we are interested in 
acquiring an interest in a converter or 
merchant. 

We keep the estate planning records in 
our office very confidential. Every case is 
given a number. Except for one file, 
there are no names in the files. In our 
proposals no names are used. In the 
event the department should ever be 
abandoned these files go back to the in- 
dividuals; they are not the property of 


the company. 


Champion has a philosophy which has 
stood them well over the years and has 
helped materially in the progress they 
have made to date. Their employees are 
their most important asset. Anyone can 
put up buildings and buy machinery. 
The difference between companies is the 
people. As Mr. Robertson told me before 
I went on the job, “As I see it, you are 
going to have a lot of decisions to make 
where you may have to weigh the em- 
ployee’s problem against that of the com- 
pany. Don’t ever sell the employee short. 
If it is not good for the employee long 
range, it is not good for the company.” 


A A A&A 
Trust Sales Contest Winners 


A volume of well over $5,009.000 in 
new trust business written in the six- 
month period following his attendance 
at Kennedy Sinclaire’s Ninth Trust Sales 
and Estate Planning Seminar last April 
clinched the first prize for J. Peter Fried- 
rich, assistant trust officer of First Na- 
tional Bank, Fort Lauderdale, Florida. 

J. K. Sinclaire, chairman of the 
board of the New York trust advertising 
and sales training firm, announced that 
Mr. Friedrich topped 21 other registrants 
for the six-month contest period with a 
total of 35 cases closed worth $5,356,- 
300. 
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1957 A Goon Trust YEAR 


Part II: New Highs Recorded in Annual Reports 


ECORD HIGHS IN TRUST EARNINGS 
R and assets under administration 
continue to be noted in additional an- 
nual reports reaching TRUSTS AND 
EsTATES since preparation of the review 


in the February issue (p. 104). The in- 
creased number of customers received 
frequent mention as did additions to 
existing accounts. Growth in the num- 
ber of wills on file naming the bank as 


executor and/or trustee is widespread, | 
A tabular picture of the year’s activity [ 


is shown here, followed by further 
quotations from the reports begun last 
month. 





TABULATION OF TRUST DATA IN ANNUAL REPORTS 


Code: + = Increase over last year; 


— = Decrease from last year; * = Record high 


Figures before + or — represent millions of dollars; figures after + or — represent change from last year in % or millions of dollars. 


Bank 
ALABAMA 
Birmingham Trust National Bank - 
First National Bank, Montgomery —-......... 


ARIZONA 
First National Bank of Arizona, Phoenix _. 
Valley National Bank, Phoenix — 


CALIFORNIA 
California Bank, Los Angeles —_........-........ 
Citizens Nat. Tr. & Sav. Bk., Los Angeles _.. 
Security-First National Bank, Los Angeles... 
First Nat. Tr. & Sav. Bk., San Diego —___..... 
United States National Bank, San Diego _.. 
American Trust Co., San Francisco 
Bank of Cailfornia, San Francisco —. ; 
First Western Bk. & Tr. Co., San Francisco_. 
Wells Fargo Bank, San Francisco —-._... 


COLORADO 
United States National Bank, Denver —__... 


CONNECTICUT 
City Trust Co., Bridgeport —— —__. 
Bristol Bank & Trust Co. 
Putnam Trust Co., Greenwich 
Connecticut Bank & Trust Co., Hartford -.. 
Hartford National Bank & Trust Co. _..... 
New Britain National Bank — 
First New Haven National Bank 
Union & New Haven Trust Co. 
Fairfield County Trust Co., Stamford 
First-Stamford National Bank & Trust Co..... 
Brooks Bank & Trust Co., Torrington 
Torrington National Bank & Trust Co. 
Colonial Trust Co., Waterbury 


DELAWARE 


Wilmington Trust Co. _. 


DISTRICT OF COLUMBIA 


American Security & Trust Co. 


Riggs National Bank - 
Union Trust Co. 


FLORIDA 


Barnett National Bank, Jacksonville — 


Florida National Bank, Jacksonville 
First National Bank, Miami 


First National Bank, Orlando —...... 
First National Bank, Winter Park —....... 


GEORGIA 
First National Bank, Atlanta _. 
Fulton National Bank, Atlanta _ 


Georgia Railroad Bk. & Tr. Co., Augusta... 


HAWAII 


Hawaiian Trust Co., Ltd., Honolulu —...... 


IDAHO 


Idaho First National Bank, Boise — bs 


ILLINOIS 


City National Bank & Trust Co., Chicago _.. 
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Gross Personal Trust Living Trusts Estates & Pension & Common 





Bank Earnings Department Assets & Agencies Will Trusts Profit Sharing Trust Fund 
Continental Ill. Nat. Bk. & Tr. Co., Chicago_ + + 
First National Bank, Chicago —.__. . + 4+ 4- 
Harris Trust & Savings Bank, Chicago hs ° + 
Lake Shore National Bank, Chicago _....._ .053 + + 
LaSalle National Bank, Chicago —__. ian * + + + 
First Nat. Bank & Trust Co., Evanston + + 
First National Bank, Lake Forest —_-_. +. 
INDIANA 
ad. © Irwin Union Bank & Trust Co., Columbus. 14 * + 
vity @ First National Bank, Elkhart —___ zi 20 + 
her |, Old National Bank, Evansville —____ + 
Lincoln Nat. Bk. & Tr. Co., Fort Wayne _~ + + 
last |] Amer. Fletcher Nat. Bk. & Tr. Co., 
SS ee + A. Ee a +. 
Indiana National Bank, ee a + + + 
= Merchants Trust Co., Muncie —......... 20 + 
Second National Bank, Richmond 15+ + 
First Bank & Trust Co., South Bend 4. 
National Bank & Trust Co., South Bend Bed: 1. + 20% 
|) Terre Haute First National _ ees 23 4. 
| I0WA 
Council Bluffs Savings Bank een . -}. 
| KANSAS 
> (Co.imercial National Bank, Kansas City + 
| KENTUCKY 
Citizens Fidelity Bk. & Tr. Co., Louisville * + ~ 
Kentucky Trust Co., Louisville — * * 
Liberty Natonal Bk. & Tr. Co., Louisville - - . 
Lincoln Bank & Trust Co., Louisville — ; . * 4. 


LOUISIANA 








Hibernia National Bank, New Orleans __. + 
National Bank of Commerce, New Orleans + 
' MAINE 
Canal National Bank, Portland + 
MARYLAND 
Equitable Trust Co., Baltimore _ ae + 17% * _ _ + 
Fidelity-Baltimore National Bank + + + — ~ 
First National Bank, Baltimore —.----_— . + 
Maryland Trust Co., Baltimore — ee a a 
Mercantile-Safe Dep. & Tr. Co., Baltimore 3.8 + + $38 + + + 
Union Trust Co. of Maryland, Baltimore - + 
MASSACHUSETTS 
First National Bank ? Boston 2054 * _ 
and Old Colony Trust Co. § 
Merchants National Bank, Boston _...... * 30: * 
New England Trust Co., Boston 1.5 * 381 * + + _ 
Rockland-Atlas National Bank, Boston ____ 4+ + 
Second Bank-State St. Trust Co., Boston _. 4.6 * 550 + 
United States Trust Co., Boston —_... 15.6 + 
Cambridge Trust Co., Cambridge 16.6 + + 
B.M.C. Durfee Trust Co., Fall River _. 28 + 
Franklin County Trust Co., Greenfield 8+ 
Hadley Falls Trust Co., Holyoke — 11+ 
Union National Bank, Lowell —.. - 14 * 
Malden Trust Co. - sets 12+ 
First Safe Dep. Nat. Bk., New Be dford __ 13 
Newton-Waltham Bank & Trust Co. 21 + 
Pittsfield National Bank aa + a + 
Valley Bank & Trust Co., Springfield . is 46 + 
Worcester County Trust Co. : —_ 66 * 
MICHIGAN 
Detroit Bank & Trust Co. — —_ on 
Manufacturers National Bank, Detroit a 95 + oo + 
} National Bank of Detroit — + 12% ~ + 
} Old Kent Bank & Michigan Trust Co. a + a + 
| City Bank & Trust Co., Jackson _. si * 9.5% + 
; irst National Bank & Trust Co., Kalamazoo 2 
| MINNESOTA 
|| Northwestern National Bank, Minneapolis - . . i ? 
} Northwest Mancorporation, Minneapolis _. +. +4. 
= American National Bank, St. Paul 4 
> MISSISSIPPI 
a First National Bank, Jackson —.... + + $2 oe - 
» MIS-OURI 
; Commerce Trust Co., Kansas City — ° ° 
| Union National Bank, Kansas —_———— _ + 
3oatmen’s National Bank, St. Louis ad + + ao a 
Mercantile Trust Co., St. Louis — ~ — 
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COMMENTS ON TRUST DEPARTMENT 
GROWTH FROM ANNUAL REPORTS 


The day has long passed when a Trust 
Department and the services it offered 
were merely an adjunct to a commercial 
bank. Fortunately, our Trust Depart- 
ment, from its very beginning, has been 
a vitally important part of our bank. 
And because, from its very inception, 
this importance was recognized, our 
Trust Department has been able to play 
a prominent role in the bank’s progress 

. Fiduciary activities have shown a 
healthy growth during the past year in 
practically all classes of accounts — liv- 
ing trusts, court accounts, agency ac- 
counts, custodian accounts and others... 
Much credit is due to our Stockholders, 
Directors and Staff. Their recommenda- 
tions of our trust services to their 
friends and associates have been inval- 
uable. 

First National Bank of Arizona, 
Phoenix 


1957 was the year of greatest growth 
in our Trust Department. Assets in our 
care have doubled since 1954. Through 
our three trust department offices in 
Phoenix, Tucson, and Flagstaff, we can 
now render needed trust services to peo- 
ple in every part of Arizona. 

Valley National Bank, Phoenix 


Trust 


Department gross’ earnings 
amounted to $706,274, an increase of 
16% over last year (a chart showed 


trust department earnings five years ago 
were $372,461 and 7.1% of total earn- 





TRUST DEPARTMENT 


GROSS EARNINGS 


$ THOUSANDS 


600 





Trend at First National Trust and Savings 
Bank, San Diego. 
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ings. In 1957 the trust department 
brought in 7.9% of total earnings) ... 
Our Common Trust Fund established in 
1942 (first one west of the Mississippi) 
continues to serve a very useful pur- 
pose for 316 trusts. Present value of 
$10,557,204 represents about 10% of 
the aggregate trusts under our manage- 
ment ... we continue to invest approxi- 
mately one-half in investment grade 
common stocks and one-half in senior 

securities. 
First National Trust & Savings Bank, 
San Diego 


Our Trust Department, established 
only seven years ago, enjoyed remark- 
able growth in 1957. Total assets in- 
creased 22.77%; fees collected climbed 
39.48%; and the number of wills filed 
with us under which we will act as ex- 
ecutor increased 50%. 

United States National Bank, 
San Diego 


Continued growth of both personal and 
corporate trust business in 1957 resulted 
in a level of earnings higher than that 
of all previous years . . . New pension 
and profit-sharing accounts are being 
constantly added to our books and ex- 
isting accounts have shown steady 
growth. 

American Trust Co., San Francisco 


Fees and activities of trust operations 
continued their expansion . .. Most of 
our people attended new business schools 
and additional personnel was employed 
for this purpose . The addition of 
branch offices has made it possible to 
expand trust solicitation efforts in those 
areas, 

Bank of California, N.A., 
San Francisco 


Our trust development staff generated 
a substantial volume of actual and po- 
tential business . . . The new branch of 
the Trust Department in Oakland gives 
indication that it will begin to operate 
at a profit during the coming year . 
Two common trust funds were estab- 
lished on August 1, one to be invested 
in fixed-income securities and the other 
in common stocks. 
Crocker-Anglo National Bank, 
San Francisco 


The continued growth of trust serv- 
ices, facilities and earnings was main- 
tained in 1957 ... 345 new trust ac- 
counts representing over $30,000,000 in 
trust assets were obtained and gross 
earnings exceeded the preceding year 
... A new trust department office was 
established in Fresno. 

First Western Bank & Trust Co., 
San Francisco 


Statewide 
fiduciary services 
available for you and 
your customers 


branches throughout Nevada 


FIRST 
NATIONAL BANK 
of NEVADA 
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TRUST DEPARTMENT FUNDS 


72,078,074 1957 
51,209,620 1956 
45,311,104 1955 
40,122,276 1954 
38,967,191 1953 
36,971.296 1952 
34,307,065 1951 
30,732.34 1950 
25,172,315 1949 
25,279,032 1948 





Growth at Fairfield County Trust Co.., 
Stamford, Conn. 


Assets administered are in excess of 
$30,000,000 and earnings reached a new 
high for the fifth consecutive year. We 
look forward to another excellent year 
in 1958. 

Putnam Trust Co., Greenwich, Conn. 

A year of continuous growth. Gross 
earnings reached a record high. Total 
increased from $51,209,620 to 
$72,078,075 or 40.7%. Trust and invest- 
ment specialists supervise 9438 accounts 
of which 153 accounts participate in our 
Common Trust Fund... A special eco- 
nomic seminar was held for local invest- 
ment brokers and an planning 
seminar for lawyers (A chart 
showed growth of trust department as- 


assets 


estate 
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sets from $25 million in 1948 to $72 
million in 1957). 

Fairfield County Trust Co., 

Stamford, Conn. 


Our Trust Department is maintaining 
its steady growth and at the year end 
held funds of estates, trusts, conserva- 
torships, guardianships, agency and cus- 
tody accounts totaling more than $16,- 
500,000. 

Brooks Bank & Trust Co., 
Torrington, Conn. 


We are now administering more than 
1,100 accounts with book value of nearly 
$80,000,000 and market value substan- 
tially in excess of that amount ... The 
greatest area of growth continues to be 
in agency accounts and living trusts 
established by individuals and charitable 
organizations ... We are administering 
90 estates in the capacity of executor or 
administrator, more than double the 
number a few years ago. 

Colonial Trust Co., Waterbury Conn. 


Gross income of the trust department 
was considerably in excess of that of 
any previous year. The department main- 
tained its steady accumulation of new 
business, and the number of wills nam- 
ing the bank was most gratifying. 

Barnett National Bank, 
Jacksonville, Fla. 


The growth of this business has been 
most gratifying, particularly the _ in- 
creasing number and volume of estates 
and investment service accounts ... We 
introduced a Common Trust Fund... 

First National Bank, Miami 


Continuing growth . In terms of 
new customers, expansion of facilities 
and total assets 1957 was a record year 
... Income rose from $10,414 to $45,651. 

First National Bank, Winter Park, Fla. 


New business secured was $50,000,000 
(up 10%) ... 25% increase in will ap- 
pointments . . . substantial increase in 
corporate trust accounts . . . The Com- 
mon Trust Fund continued to grow at a 
satisfactory rate serving more and more 
smaller estates . . . more pension and 
profit sharing plans. 

First National Bank, Atlanta 
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Trust department asset growth at Riggs 
National Bank, Washington, D. C. 


Income reached a new high, largest 
number of wills and other types of busi- 
ness in any one year ... Our contacts 
with attorneys, life underwriters, and 
accountants have again proved benefi- 
cial and for the second consecutive year 
more than 100 attorneys drew wills for 
their clients naming the bank 
Assets, income, and number of accounts 
have practically tripled in the past ten 
years, 

Fulton National Bank, Atlanta 

Increased activity in every phase... 
operation highly satisfactory ... Num- 
ber of customers, volume of business and 
trust assets all show sizeable increases 

. . One of the best years because of 
increase in new accounts and fiduciary 
appointments. 

Georgia Railroad Bank & Trust Co., 
Augusta 


Volume and quality of new business 
generally satisfactory ... Average value 
of 45 new estates substantially in ex- 
cess of $100,000 . . . Net gain of 273 
wills on file . . . Named trustee of 26 
profit sharing plans making a total of 
85 on the books covering over 5,000 em- 
ployees . . . Gross income of $1,640,068 
was slightly higher than 1956. 

Hawaiian Trust Co., Ltd., Honolulu 
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Total assets of the department in- 
creased from $10,900,000 to $11,650,000 
with the total number of accounts in- 
creasing from 701 to 763. 

Idaho First National Bank, Boise 


Consistent growth in individual and 
corporate customers .. . Total value of 
all accounts registered a significant in- 
crease ... Marked trend toward invest- 
ment supervision. 

City National Bank & Trust Co., 
Chicago 


Continued development . . . Services in 
analyzing, supervising and managing 
customers’ investments in heavy demand 
.. . Growing number of agency accounts 
with investment assistance . . . Increased 
number of appointments under wills and 
by agreement ... The investment trust 
for employee benefit plans has become 
increasingly valuable. 

Continental Illinois National 
Bank & Trust Co., Chicago 


Continued growth .. . Net addition to 
trust assets showed important increase 
... Substantial gains in the number and 
value of retirement funds and in the 
demand for investment advisory agency 
services ... Earnings were above prior 
years ... Steady rise in the number of 
accounts. 

First National Bank, Chicago 


There are 241 employees directly as- 
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Banking 
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Trust 


Service 
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signed to the trust de- @@ 
partment including 38 | 
officers . . . Personal 
and corporate busi- 
ness continues to ex- 


pand . . . Gross net 
income reached new 
highs. 


The value of new 
current business and 
additional deposits in 
existing funds ex- 
ceeded comparable to- 
tals in any previous 
year. The aggregate 
value of personal 


Attractive color photo 
produced on cover of The Barnett National Bank’s report. 
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of Jacksonville, Fla., skyline at dusk, re. 





estates involved in 
new nominations as 
executor and trustee under wills of liv- 
ing persons together with new life in- 
surance trusts compares favorably with 
1956. Much of this new trust business 
is developed from established customers 
of the Banking, Savings and Investment 
departments . . . 135 members of the 
staff were instrumental in obtaining new 
trust business . . . The Common Trust 
Fund now serves 398 trusts. 

Harris Trust & Savings Bank, Chicago 


Fees of $52,657 during 1957 compare 
to $48,401 Number of wills -and 
trusts has increased. 

Lake Shore National Bank, Chicago 


Continued dynamic growth ... Earn- 
ings greater than any preceding year 
..- Common Trust Fund continues good 
performance Growth in personal 
trusts, investment counsel accounts, ap- 
pointments under wills and corporate 
activities ... Formed qualified dual fund 
for employee benefit plans. 

LaSalle National Bank, Chicago 





Substantial rate of overall growth ... 

increase in estate planning. 
First National Bank & Trust Co., 
Evanston, Ili, 


The business of the Trust Department 
continues to grow ... The potential of 
our Trust Department is even greater 
than that of the Banking Department... 

First National Bank, Lake Forest, Ill. 


Activity in our Trust Division contin- 
ued to grow both in assets and number 
of accounts ... (Assets shown to have 
increased from $6.5 million in 1953 to 
$13.7 million in 1957) ... Accounts grew 
from 161 to 182 . .. the Irwin Union 
Investment Trust for Employee Benefit 
Plans is being developed... 

Irwin Union Bank & Trust Co., 
Columbus, Ind. 

Substantial growth . . . Trust assets 
increased from $16,044,714 to $20,015,120 
... Earnings increased. 

First National Bank, Elkhart, Ind. 

The services of the Trust Department 
were further expanded by adding to the 
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staff . . . An important function of the 
department is in the administration of 

pension profit-sharing funds... 
Lincoln National Bank & Trust Co., 
Fort Wayne, Ind. 


Department volume expanded in all 
categories ... gross and net income were 
the highest for any year to date... 
Established a ‘2 in 1’ Investment Trust 
for Employee Benefit Plans. 

American Fletcher National Bank & 
Trust Co., Indianapolis 


Substantial growth . . . Number seek- 
ing investment advice through agency 
agreements increased . . . Executor and 
trustee (under will and under agree- 
ment) appointments increased markedly 
_.. Corporate services expanding rapidly 


| ... Especially pension and profit sharing 
Pt plans using the pooled fund. 


Indiana National Bank, Indianapolis 


Steady and very satisfactory growth 
... Substantial number of new wills... 
Trust investments $20,349,327. 

Merchants Trust Co., Muncie, Ind. 


Demand for trust services exceeded all 
previous years ... Increased number of 
clients ... Trust assets over $15,000,000. 

Second National Bank, Richmond, Ind. 


Largest trust department in northern 
Indiana and southern Michigan area... 
continued rapid growth. 

First Bank & Trust Co., 
South Bend, Ind. 

Growth trend prevailed throughout 
1957 . Assets increased 20% 
Growth in earnings. 

National Bank & Trust Co., 

South Bend, Ind. 

Trust assets increased to $22,769,913. 
Terra Haute First National Bank, Ind. 





Evanston, 


Color 


cover of report of this 


Ill., bank. 


Excellent year more and more 
people availed themselves of trust ser- 


vices ... Earnings increased. 
Council Bluffs Savings Bank, Iowa 
Assets increased nearly 1% million 
dollars . . . Large number of new wills 

filed. 

Commercial National Bank, 
Kansas City, Kan. 
Assets at record high Income 
larger Earliest trust department 


west of the Allegheny Mountains, ac- 
cepted first trust account over 75 years 
ago ... Manage endowment funds of 
many charitable, religious and educa- 
tional institutions . . . Growth constant 
and substantial . . . Personal trusts ac- 
count for greatest percentage of busi- 





trust Capacities. 





Trust Service in Michigan 


When you require ancillary adminis- 
tration in Michigan, our complete 
facilities are at your service. We also 
welcome the opportunity to act as 
co-transfer agent, co-registrar and in 


all types of personal and corporate : 


MANUFACTURERS NATIONAL BANK 


OF DETROIT 


gJURERS NATION, 





MNVA 


. MAN Uk, 


* 
* OF DETROIT * 





Marcu 1958 





ness, but have experienced development 
also in profit sharing and pension trusts. 
Citizens Fidelity Bank & Trust Co., 
Louisville, Ky. 


A record year of growth in volume of 
commissions and book value of assets. 
Kentucky Trust Co., Louisville 


Best year in history . . . growth con- 

tinued at very substantial rate. 
Liberty National Bank & Trust Co., 
Louisville 


Designated in a fiduciary capacity in 
estates and trusts representing over 
$10,000,000 Activities greater in 
number and yielded a larger revenue 
than ever before ... Administering larg- 
est number of estates in our history. 

Lincoln Bank & Trust Co., Louisville 


While we seldom single out a depart- 
ment for special comment, we feel that 
the very substantial growth of our Trust 
Department is worthy of a place in this 
report ... The increased volume of busi- 
ness, both in number of accounts and 
inventory values of assets we administer 
has been truly significant. 

Hibernia National Bank, New Orleans 


The Trust Department put 104 new 
accounts on its books and completed its 
duties under 64...a net gain of 40... 

National Bank of Commerce, 
New Orleans 


(To be continued) 
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HARRISON AMBER, chairman and for- 
mer president of Berkshire Life Insur- 
ance Co., divided his residuary estate 
into two trusts. Trust #1 is to be equal 
to the maximum marital deduction less 
the value of any other property qualify- 
ing for the deduction. Mrs. Amber is 
given all the income for life, with the 
principal passing as she directs by a 
will specifically referring to this power 
of appointment. The net income from 
Trust #2, less fees for administering 
both trusts, is also distributable to Mrs. 
Amber. If in the discretion of the cor- 
porate trustee, Pittsfield (Mass.) Na- 
tional Bank, the income from these trusts 
and one created by the testator during 
his lifetime are insufficient for her sup- 
port and medical care, principal may 
be paid to her, first out of Trust #1, 
then out of the inter vivos trust and, 
finally, if both are exhausted, out of 
Trust #2. 
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Upon Mrs. Amber’s death, the income 
from Trust #2 is payable to a son, who 
while a beneficiary may request the 
trustee to distribute to him up to one- 
half of the principal, and all thereof 
after attaining age 35. If any funds re- 
main at his death, the trust is to con- 
tinues for the life of the son’s widow and 
then pass to their issue. 

The bank, the son and--Mrs.-~Amber 
are named executors and trustees. 


ANNE PARRISH, author of “The Peren- 
nial Bachelor,” “Born to be Bad” and 
other novels, bequeathed the residue of 
her estate, estimated at $5,000,000, and 
the principal of a trust fund of like 
amount established by her late first hus- 
band in 1922, for the study and treat- 
ment of mental and emotional ills. A 
new foundation, the “New York Hospi- 
tal-Cornell Medical Center Foundation, 
Inc.,” has been incorporated to carry out 
the directions of the novelist. It is un- 
derstood that the $10 million gift, re- 
portedly unprecedented in the field of 
mental health, grew from $2 million 
which the novelist inherited half outright 
and half in trust from Charles A. Corliss, 
head of the company which makes Nestlé 
food products. 

“Quantess,” her home in Georgetown, 
Connecticut, with its contents, was de- 
vised by Miss Parrish to New York Hos- 
pital, and an art collection, valued at 
$50,000 was given to the Wadsworth 
Atheneum at Hartford. Other paintings 
worth $50,000 were given to friends and 
a $50,000 trust was established for the 
family chauffeur. Other cash bequests 
amounting to $73,000 were made to rela- 





tives, servants and friends of the novel. | 
ist. An attorney, and Bankers Trust Co, | 
of New York were named executors and | 


trustees under the. will. The trust com. 7 
the ff 


pany was also the trustee under 
inter vivos trust. 


Wituis R. WHITNEY, director of the | 


General Electric Co. Industrial Labora- 


tory for more than thirty years, ex. 
ecuted a will at the age of 88, the year 
before he died. In it he left to his daugh- 
ter the family home as well as all other 
real and tangible personal property, ex- 
cluding cash. To his wife he left in trust 
an amount sufficient to obtain the max- 
imum marital deduction. She is to re- 


ceive all the income and such part or | 
all of the principal as the trustee shall | 


deem necessary for her proper 
support and maintenance, without ac- 
countability to any person or court for 
the “exercise or non-exercise of this com- 


pletely discretionary power.” Mrs. Whit- | 


ney has the unlimited power to appoint 
the principal remaining at her death. 
The trustee is authorized to withhold an 
amount sufficient to cover any liability 
for estate taxes on her death. 

The residuary estate is left in two 
separate trusts for the benefit of the 
daughter, she to have the power to ap- 


point the remainder of one trust “in | 


favor of or for the benefit of any person 
or object whatsoever excluding herself, 
her ereditors or her estate,” the remain- 


der of the second trust to be appointed by | 


the daughter to “tax exempt charitable 
corporations.” There is a_ specification 
that where insufficient evidence exists as 
to the order of death of the testator and 


his wife, it shall be “presumed that my | 
and 


wife survived.” The daughter 
Schenectady Trust Co. are named execu- 
tors, and the Trust Company sole trus- 
tee. 
A A A 

® Clarence D. Cowdery, vice president 
of The Boatmen’s National Bank of St. 
Louis, was the principal speaker at a 
dinner meeting of the Controllers Insti- 
tute of America, St. Louis Control, on 
February 25. His subject was ‘Estate 
for income tax. 
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INCOME TAX 


Cash surrender value of life insurance 
policy subject to tax lien. Insured owed 
income taxes, 


remained unpaid. He owned two life in- 


) surance policies in which he had right to 


change beneficiary at any time. Govern- 
ment sought to enforce tax lien against 
District 
Court dismissed action and Commissioner 





» appealed. 


Insured 
in policies. He 


HELD: For Commissioner. 
interest 


. if he so desired. His complete control 


» over these values and over beneficiary 


_ of proceeds upon death gave him proper- 


‘ty right which could be levied upon. 


U. S. v. Metropolitan Life Insurance 
Co. et al., 4th Cir., Jan. 14, 1958, 


Gain on sale of realty after distribu- 
tion taxable to beneficiaries. Realty of 
| decedent’s estate was sold and proceeds 
were distributed one-third to surviving 
| wife and two-thirds to trust fund. In 
order to conform to local state law re- 
| quirements, prospective purchaser in- 


in beneficiaries’ names. Commissioner 
taxed gain on sale to individual bene- 
ficiaries, 

HELD: For Commissioner. Before sale, 
estate had distributed property. This, in 
ieffect, removed property from estate. 
| Sale was made by beneficiaries who must 
‘bear burden of tax. Est. of J. T. Mac- 
donough v. Comm., T.C. Memo 1958-12, 
Jan. 29, 1958. 


Administration expenses not deductible 
_by distributees of estate. Estate incurred 
/ certain management expenses during pe- 





| riod of administration. These consisted 
)) Primarily of administrator’s fees, which 
| Were made charges upon proceeds of sale 
of certain real estate. Under state law, 


‘ireal estate had to be first distributed 
H to beneficiaries and sold by them. Bene- 
Hiciaries, being taxable on gain from 
Hsale, contended that they were entitled 
gto deluct management expenses in ar- 
Ptiving at their net taxable gain. 

HF UD: For Commissioner. Expenses 
Were administration costs of estate and 


hot e -penses incurred by taxpayers, even 


thouy 1 paid by them. Administration ex- 
Pens«; are not deductible by distributees. 
Est, .f J. T. Macdonough, supra. 

Mar 1958 


FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Foosaner, Saiber & Schlesinger, Newark, New Jersey 


Payments under settlement of will con- 
test held taxable income. Will contest 
was settled, directing executors and trus- 
tees of estate to hold in trust for benefit 
of taxpayer certain closely held cor- 
porate stock interest and cash of some 
$92,000.00, representing dividends which 
had been paid on stock during interven- 
ing years after decedent’s death. Agree- 
ment further provided that trustee was 
to pay taxpayer in settlement of her 
claims $208.33 monthly, for remainder 
of her life. Payments were regularly 
made and were paid from dividends 
accruing on stock. Taxpayer treated 
amounts received as inheritance not sub- 
ject to income tax. Commissioner deter- 
mined payments were subject to tax. 

HELD: For Commissioner. Construc- 
tion of entire agreement reflects under- 
standing that primary interest of tax- 
payer in trust fund is in income arising 
therefrom. Agreement authorized sale of 
stock, provided trustee retained suffi- 
cient cash, which if invested in United 
States Government securities, would pro- 
duce required income. It further provided 
that when this amount was available, 
stock was to revert to other benefi- 
ciaries free of obligation of taxpayer. 
Therefore, monthly payments made to 


taxpayer were derived from “income 
from property.” D. B. Harte, et al v. 
U. S., 2nd Cir., Jan. 27, 1958. 


Keyman self-insurance fund not availed 
of to prevent imposition of accumulated 
earnings tax. Corporation set up fund 
to provide insurance on key members. 


Company acted as _ self-insurer under 
plan and did not purchase insurance 
policies from commercial companies. 
Commissioner maintained plan was 


availed of for purpose of preventing ‘im- 
position of surtax upon shareholders by 
permitting earnings and profits to ac- 
cumulate instead of being divided or 
distributed. -Accumulated earnings sur- 
tax was assessed. 


HELD: For taxpayer. Whether or not 
earnings have been retained for pur- 
pose of avoiding taxes is question of 
intention to be drawn from all facts of 
case. Company’s past dividend record 
showed no such motive. Only stockholder 
who would have been affected by such 
plan was majority stockholder. Compari- 
son of time of payment of dividends over 
past years showed no correlation to any 
tax benefit to majority stockholder. Brad- 
ford-Robinson Printing Co. v. U. S., 
D.C. Colo., Dec. 18, 1957. 
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Beneficiary of trust not taxable on in- 
come held in reserve for legal expenses. 
State court had held that certain trust, 
under which taxpayer was income bene- 
ficiary, must pay attorney’s fees. Fees 
were not paid and judgment was ap- 
pealed to State Supreme Court. Under 
state law, appeal did not suspend any 
right which attorneys had to collect fees. 
Reserve in amount of fees was set up 
by trust, and although trust was on 
cash basis, deduction was taken on fidu- 
ciary return. Commissioner disallowed 
deduction to trust and charged benefi- 
ciary with like amount of distributable 
income. 

HELD: For taxpayer. Indenture which 
created trust gave trustees right to set 
up reserves out of income for indebted- 
ness deemed by trustees to be necessary 
or proper charge against income. This 
provision conferred upon trustees right 
to set up reserve. Amount of income 
held in reserve was taxable to trust and 
not income to be distributed currently. 
R. I. Ingalls, Jr., et al. v. Patterson, 
D.C. N.D. Ala., Jan. 29, 1958. 


Basis of property acquired upon death 
of life tenant. Taxpayers were given 
contingent remainder interest in certain 
stock under terms of their uncle’s will. 
Interest was contingent upon their out- 
living life tenant, and death of tax- 
payer’s mother and another uncle before 
death of life tenant. Taxpayers ulti- 
mately obtained full title to stock some 
34 years after decedent’s death. Stock 
was sold three years later. Taxpayer 
used value as of final date of acquisi- 
tion to determine gain, whereas Com- 
missioner contended that earlier value 
controlled. 

HELD: For Commissioner. Under Sec- 
tion 113(a) (5) of 1939 Code (Section 


1014 of 1954 Code), basis of property 
acquired by bequest, devise, or inheri- 


tance is fair market value of such 
property at date of decedent’s death. It 
was because of will that taxpayers ac- 
quired interest. Earlier value, therefore, 
controls. W. Brandeis, et al. v. U. S., 8th 
Cir., Jan. 22, 1958. 

See Bankers Trust Co. v. U. S., re- 
viewed in January 1958 issue, — Ed. 


ESTATE TAX 


Factors to be weighed in determining 
whether transfers are in contemplation of 
death. Jury was instructed that transfer 
is in contemplation of death when person 
becomes primarily concerned with what 
will happen to his property at his death. 
Factors to be considered include age, re- 
tention of some control over property, re- 
ceipt of income therefrom, proximity in 
time of transfer to actual date of death, 
time of transfer in relation to time of 
execution of will. Lifetime motives would 
include desire to provide for family 
members, discharge of moral or legal 
obligations, desire to see that property 
is properly managed and operated, re- 
lief from burdens of operation and man- 
agement. Est. of M. Selnes v. U. S., D.C. 
Minn., Dec. 21, 1957. 


Bequest to bar association qualifies as 
charitable deduction. Estate claimed as 
charitable deduction bequest made to bar 
association to be used by it for advanc- 
ing and upholding standards of legal 
profession, and for prosecution and pun- 
ishment of those members who violate 
their obligations to court and to public. 
At time of decedent’s death, association 
had twenty-seven separate committees, 
one of which was charged with duty of 
observing proposed legislation and ex- 
pressing association’s attitude concern- 





Missouri. 


from other states to Missouri. 
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ing such legislation. Commissioner con. 
tended that association was not devoted 
to purely religious, charitable, scientific, 
literary or educational purposes, since 
it was to some extent engaged in in. 
fluencing legislation. 


HELD: For estate. Gift was for bene. 
fit of public, inasmuch as maintenance 
of professional legal standards is of 
vital consequence to public welfare. No 
substantial part of activities of associa. 
tion was related to influencing legisla- 
tion. Gift qualified as charitable be. 
quest. Rhode Island Hospital Trust Co,, 
Ear. v. U. S., D.C., R.L, Jan, 22, 1958; 


Waiver does not bar claim under Tech. 
nical Changes Act of 1949. Decedent 
created trust for benefit of his grand- 
son. Upon decedent’s death, estate tax 
was paid on value of corpus, since it 
was determined that transfer was one 
intended to take effect in possession or 
enjoyment at or after death, and be- 
cause settlor had retained reversionary 
interest. Value of reversionary interest 
was less than 5%. Estate paid deficiency 
and executed waiver of any right to 


refund. No final closing agreement, how-f 


ever, was executed. Technical Changes 
Act of 1949, which was later passed, 
provided relief for transfers in which 
settlor retained reversionary interest of 
less than 5%. Estate filed claim for 
refund. 


HELD: Estate was entitled to refund 
since it qualified for relief under Act. 
Waiver did not estop estate from claim- 
ing refund. M. U. Dunk, et al., Exrs. v. 
U. S., D.C. S.D. Fla., Jan. 28, 1958 


Marital deduction not allowable where 
power of invasion restricted. Decedent 
devised his residuary estate in trust to 
his wife. She was to receive $5,000 per 
year for life. 
power to invade corpus at her discre- 
tion. Upon her death, one-half of re- 
mainder was to devolve to her estate 
and one-half to children. Under state 
law, wife’s power to invade corpus was 
limited by her reasonable needs. Tax 
Court ruled that entire trust qualified 
for marital deduction. 


HELD: Under state law, wife’s power 


pointment over entire trust 
Marital deduction as to whole corpus 
was unallowable. However, two separate 


trusts were created by providing that) 


one-half of remainder was to devolve 
to widow’s estate. This part qualified 
for marital deduction. Comm. v. Est. of 
H. A. Ellis, 3rd Cir., Jan. 31, 1958. 


A w& A 
NEW BaAsIs FoR STOCK OPTIONS 


H.R. 9035, signed last month by the 
President, provides that a 
stock option held by an employee at the 
time of his death receives a new basis 
for purposes of determining gain 0” 10s 
for income tax. 
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ESTATE PLANNING PANEL 
(Continued from page 262) 


mended a return to the residuary type 
bequest. The approximate maximum de- 
duction can be achieved through ap- 
propriate allocation of life insurance 
proceeds, the home and/or a cash _ be- 
quest. 

Mr. Brandon’s views were echoed by 
the last of the panelists, G. Arthur 
Howell, also of Atlanta, who added that 
use of a formula necessitates other 
qualifying provisions further compli- 


cating the instrument for the trustor. 


He mentioned, too, the conflict of in- 
terests between the spouse and other 
beneficiaries, and the matter of election 
io deduct administration expense on the 


i income or estate tax return. Perhaps in 


a large estate it would be possible to 
allocate appreciated property to the non- 
marital trust, thus obviating some of the 
income tax difficulties. 

Special consideration was urged by 
Mr. Howell in drafting trusts contain- 


of pertinent provision in the instru- 
ment, there is confusion both as to 
whether carrying charges should be al- 
located to income or principal and 
whether proceeds upon sale should be 


apportioned. The testator’s wishes on 


these questions should be explored and 
clearly translated into the will. Mr. 
Brandon suggested similar consideration 
with respect to wasting assets, as well 
as settling the question of charging de- 
preciation on income producing prop- 
erty. 
A A A 
NUCLEAR ENERGY REPORT 


(Continued from page 247) 


purchase of a nuclear power plant, and 
the revelation of research on “anti- 
matter.” The Japanese have completed 
hegotiations in London for a British 
nuclear plant and now intend to pur- 


orpus.p chase one in the U.S. under what has 


‘been called their “one-and-one” formula 


matching British and U.S. nuclear plants 


to find which is most feasible for them. 


It has been revealed that “anti-mat- 


é hal is being studied under the AEC’s 
ist. Ol} basic research program at the California 


i Institute 


of Technology. Anti-matter 


Would consist of atoms made up of 
partic es similar to those in normal mat- 


ter, but with reverse electrical charges. 
Posit: ons (positively-charged electrons) , 
anti-;rotons (negatively-charged _pro- 
tons) and anti-neutrons (having spin 
and hagnetic properties opposite to nor- 
mal vcutrons) have already been ob- 
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served in experiments. Bringing matter 
and anti-matter together would result in 
a complete transformation into energy. 
Many times as much energy would be 
released as in the fission reaction. This 
is, of course, still in the realm of specu- 
lation. 
A A A 
TRUST CONFERENCE 
(Continued from page 260) 


and implement the production cycle, as 
well as the leisure class of the less able, 
will come to the fore. The world has like- 
wise shrunk through the magic of rapid 
communication media and the era of 
space travel is nearing but education and 
research will still remain our best hope 
for meeting the inevitable changes in the 
atomic-space-automatic age. 

More and better basic research, said 
Dr. Dunning, as distinguished from 
profit-minded product development, is 
the type of work which may prove most 
profitable in the long run simply be- 
cause it has no preconceived applica- 
tions or limitations. “Everybody’s busi- 
ness is nobody’s business” but wide- 
spread financial support is needed from 
individuals, corporations, foundations 
and labor unions if we are to keep 
abreast of a changing world. Private uni- 
versities have a natural affinity for pri- 
vate research, based upon Dr. Dunning’s 
experience, but adequate professional 
salaries and large sums for intricate 
scientific apparatus must be available. 
Government also has an obligation to 
assist in large measure in assuring the 
nation’s military potential through our 
educated minds rather than in physical 
numbers. 


Estate Planning Course 
to be Given in Illinois 


The Illinois State Bar Association, in 
co-operation with the College of Law of 
the University of Illinois is presenting 
a short course on Estate Planning in 
Urbana April 18-19. Tentatively 
titled topics include: Objectives in Estate 
Planning by Rene A. Wormser, New 
York; The Revocable Trust, by William 
H. Avery, Jr., Chicago; /nsurance on the 
Life of a Person Other Than the Owner, 
by Winston C. Moore, Chicago; The 
Executor’s Elections and Deductions, by 
Frederick O. Dicus, Chicago; Partner- 
ship and Corporate Interests, by Charles 
W. Davis, Chicago: Drafting Tech- 
niques, by Professor William J. Bowe, 
University of Colorado; Selecting a 
Trustee, by Joseph Trachtman, New 
York; Joint Tenancy, by Professor J. 
Nelson Young, University of Illinois. 


A A A 


BOSTON FIDUCIARIES HEAR OF 
TAX CHANGES 


on 


On February 11, Jesse R. Fillman, Bos- 
ton attorney, was the leader of a 
discussion on “Proposed Legislative 
Changes in Federal Income Taxation of 
Estates and Trusts” for members of the 
Corporate Fiduciaries Association of 
Boston, Mass. Mr. Fillman is on the Ad- 
visory Committee of the American Law 
Institute Tax Project, and is a member 
of the New York, Pennsylvania and 
Massachusetts Bars. He has recently be- 
come chairman of the Sub-Committee of 
the American Bar Association which is 
to consider the so-called Mills Committee 
Advisory Report pertaining to changes in 
the Federal income taxation of estates 
and trusts. 
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Estate Planning 


JOSEPH TRACHTMAN. Practicing Law In- 
stitute, 20 Vesey Street, New York 7 (178 pp. 
$2.50). 


This 1958 edition marks the tenth year 
of Mr. Trachtman’s publication on estate 
planning, issued as part of the PLI’s 
series on Current Problems in Federal 
Taxation. This little paperback, however, 
places emphasis on the advantages and 
disadvantages of various proposed estate 
plans, rather than on tax law. Taxes do 
come in for consideration, of course, but 
more as an incident, or as one of the 
factors to be weighed in choosing a 
proper plan. The author states that his 
monograph is for practicing lawyers and 
their professional collaborators who deal 
with estate planning every day, as well 
as those who only occasionally move in 
this field. His aim is to stimulate an 
awareness of problems and alternative 
solutions. 


1958 R & R Tax Handbook 


EDWIN H. WHITE, Editor; J. B. WELCH- 
ONS and ROBERT H. CHRISTY, Associate 
Editors. The Insurance Research and Review 
Service, 123 W. North St., Indianapolis 9, Ind. 
(217 pp. single copy $1.75; quantity discounts. ) 


More than 200 questions, with the ap- 
propriate answers, cover federal income, 
estate and gift tax aspects of life in- 
surance and annuities in this 1958 re- 
vision. It includes tax and annuity tables, 


as well as regulations and court de- 
cisions up to December, 1957. Reduced 
to pocket size (5% by 8 inches) and 
plain language, the booklet is intended 
to meet the needs of a busy life insur- 
ance underwriter for ready answers and 
tax guide. The work is fully indexed. 


ARTICLES 


Funding with Life Insurance 


Harvard Law Review, February, 
bridge, $1.25). 


1958 (Cam- 


This study assesses the use of life 
insurance to fund agreements providing 
for the disposition of a business interest 
at death. Federal estate and income tax 
problems are considered at length, and 
state law problems are also given a 
brief review. 


Estate Control Records 


KENNETH O. STONE, The Practical Lawyer, 
January, 1958 (133 South 36th St., Philadel- 
phia 36. $1.25). 

Attorneys and fiduciaries will find in 
the forms set out in this article an ex- 
cellent arrangement for orderly records 
in connection with estate administra- 
tion; and an abundance of practical re- 
minders useful in various situations and 
jurisdictions. 


Remainders Over in Default of Exer- 
cise of Powers of Appointment and 
Revocation 
University of Pennsylvania Law Review, Jan- 
uary, 1958 (3400 Chestnut St., Philadelphia 4. 
$1.25). 

This note considers numerous cases to 
show the disposition of remainder inter- 
ests which would vest, and those which 
would be contingent, absent a power of 
appointment. 
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Revocation of Contracts to Bequeath 
Benefitting Third Parties 
BERNARD J. MEISLIN. Virginia Law Review, 
January, 1958 (Charlottesville; $2.). 

The rationale of the doctrine permit. 
ting revocation of a contract to make g 
will is presented here, with extensive 
reference to the rules on the subject found 
in the Restatement of the Law of Con 
tracts. 


How to Insure Deferred Profit Shar- 


ing 
STUART J. KINGSTON. The Spectator, Jan. P 
uary, 1958 (Chestnut & 56th Sts., 


39). 


Five insurance policy forms which have 
been developed to meet the growing needs 
of profit sharing plans are discussed by 
Mr. Kingston, pension consultant for 
National Life of Vermont. 


Stock Redemptions and Death Taxes 


WILLIAM J. BOWE, Banking, 
1958 (12 East 36th St., 


February, 
New York. 50¢). 
An opportunity frequently overlooked 
by taxpayers, states Professor Bowe, is 
that of withdrawing earnings and profits 
from closely held family corporations at 
capital gains rates. This is possible under 
I.R.C. sec. 303, even where such amounts 
are not needed to pay death taxes, inas- 
much as “the coverage of the section is 
wide and fiduciaries will well serve their 
clients if they keep this in mind.” 


Compensation of Trustees in New 
York 


JULES GRUFF. New York University Law 
Review, January, 1958 (Washington Sq. So., 
New York 3. $2.). 

Recent amendments to the New York 
statutes affecting trustees’ compensation 
are explained, and four computations of 
commissions under hypothetical trusts 


are given to show the retroactive as wellf 


as prospective effect of the new laws. 


Protection of Beneficiaries under Em- 
ployee Benefit Plans 

Columbia Law Review, January, 1958 (Morn- 

ingside Heights, New York 27; $1.50). 

In this extensive study major emphasis 
is placed on the various means of con- 
trolling and supervising the administra- 
tion of private employee welfare and 
pension plans. The fact that eighty to 
ninety per cent of such plans utilize 4 


corporate trustee results in regulation) 
under federal or state banking and in 


surance laws. Other regulatory measures 
are found in Taft-Hartley Act, Federal 
Tax Laws and special state legislation. 
A wide area of inadequate control is felt 
to exist in the self-administered 
lateral plans. The study includes a? 
analysis of the growth and developmen! 
of the different kinds of pension plans 
as well as the administrative and regu 
latory problems. 
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ACCOUNTING — Court — Notice to 
Trustee is Sufficient on Allowance 
of Executors’ Account — No No- 


tice Need be Given to Beneficiaries 


Massachusetts—Supreme Judicial Court 

Claflin et al., Petitioners, 1958 Mass. 121; Jan. 

8, 1958. 

The will created a residuary trust with 
a bank as trustee. The executors were 
individuals. The executors gave notice 
of their first account to the trustee and 
also published notice in the newspaper. 
They refused to mail notice to persons 
interested in the trust, present or future, 
on the ground that the trustee adequately 
represented all parties interested in the 
trust. The probate judge disallowed the 
account for lack of notice, and the ex- 


' ecutors appealed. 


HELD: As there was no conflict of 
interest between the trustee and the 
beneficiaries, the trustee adequately 
represented the beneficiaries and notice 
to the trustee was all that was required. 
Since notice to the beneficiaries of the 
trust was not required, they did not come 
within the class of persons for whom a 
guardian ad litem must be appointed 
under G.L. § 206, and therefore no need 
existed for appointment of a guardian 
for minors and unborn and unascertained 
persons. They would have the protection 
of a guardian ad litem when the trustee’s 
account was presented for allowance. 


CHARITABLE TRUSTS — Appointment 
of Private Trustees is Effective to 
Bar Negroes from Girard College 


Pennsylvania—Supreme Court 


Girard Estate, 
1958, 


Legal Intelligencer, Jan. 28, 


Following the mandate of the Supreme 


. Court of the United States, the Pennsyl- 


vania Supreme Court remanded the case 
to the Orphans’ Court of Philadelphia 
County for proceedings not inconsistent 
with the ruling of the U. S. Supreme 
Court that the administration of the 
trust by a department of the City of 


4 Philadelphia was State action and the 
nd in-f 
asuresp, 
‘ederalp 
lation.— 


exch 
lege 


ion of Negroes from Girard Col- 
as directed by Girard’s will was 


contrary to the 14th Amendment. The 
Procecding which the Orphans’ Court 
took was to remove the City Board of 
Trus ees and appoint thirteen indi- 
Viduxis, who do not hold any public 
office, as substituted trustees. The City, 
the State and the Negro applicants ap- 
Peale, charging that the action of the 


Orphans’ Court was State action aimed 
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at excluding Negroes from Girard Col- 
lege. 

HELD: Affirmed. In two decisions of 
the U. S. Supreme Court (2 How 126, 
and 75 U. S. 1) the Court stated that 
if the City were incapable of administer- 
ing this trust, the trust would not fail 
but a substituted trustee should be ap- 
pointed. The testator’s dominant object 
was not to have the City as trustee, but 
to provide for a home for white, orphan 
boys. 


The U. S. cases relating to restrictive 
covenants are inapplicable on the ground 
that Girard has a constitutional right to 
leave his estate for white orphans and 
the action of the Orphans’ Court was to 
sustain his constitutional rights. There 
is no invasion of the constitutional rights 
of Negroes because admission to Girard 
College was not a right to which Negroes 
along with all other members of the 
community are entitled as a matter of 
public law. 


CHARITABLE TRusTs — Gift Without 


Designation of Trustee or Purposes 
Upheld 


California—District Court of Appeal 

Estate of Quinn, 156 A.C.A. 785 (Jan. 15, 

1958). 

Mrs. Quinn’s will directed that the 
residue of the estate “go to charity.” No 
trustee or other person to select the 
charitable purposes and objects was ap- 
pointed. 


HELD: The order of the Probate 
Court is reversed in so far as it gave 


a portion of the residue to heirs, but 
sustained in selecting specific charitable 
objects and appointing trustees to ad- 
minister the funds allocated to those 
objects. The courts look with favor on 
attempted charitable donations and such 
a donation will not be held void if it 
can possibly be made good. Fact that 
no trustee was appointed or specific 
charitable purposes designated does not 
invalidate the gift. Attorney General, 
acting for the State as parens patriae, 
had a right and duty to participate in 
the proceedings and protect the gift to 
charity. 


CLaims — U. S. Claims are Preferred 
and May be Satisfied by Recovery 
from Previously Paid Creditor 


New York—Surrogate’s Court, Westchester Co. 
Matter of McCormack, N.Y.L.J., Feb. 10, 1958. 


The decedent’s administrator paid a 
claim of the U. S. for social security and 
income taxes which the decedent should 
have withheld and a claim of New York 
State for money owed by the decedent 
to the unemployment insurance fund. 
Thereafter, more than sixteen months 
after the issuance of letters of ad- 
ministration, the U. S. presented a claim 
for additional withholding taxes in an 
amount exceeding the estate’s assets and 
the claim paid to New York State. On 
the accounting, the U. S. sought to have 
New York State repay the U. S., as a 
preferred creditor, the amount which 
New York State received. 


HELD: Section 212 of the Surrogate’s 
Court Act provides that debts entitled 
to a preference under the laws of the 
U. S. and New York are to be paid first. 
Title 31 U. S. Code Section 191 provides 
that when the estate is insufficient to 
pay the decedent’s debts, the debts of 
the U. S. shall be satisfied first. The 
claim of the U. S. is therefore superior, 
and New York State must repay to the 
U. S. the proceeds which New York re- 
ceived from the administrator directly. 
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COMPENSATION — Contempt Pro- 
ceedings Lie Against Attorney Re- 
fusing to Return Fee to Estate 
Upon Reversal of Award 


Florida—Supreme Court 
State v. Hearn, 99 So. 2d 231. 


In 1953, Probate Court entered an 
order determining that Kenneth Mc- 
Collum was an heir of Samuel McCol- 
lum, deceased. At the same time, the 
Court entered an order allowing Kenneth 
McCollum’s attorney a fee of $1,950 pay- 
able out of the estate of the decedent. 
The administrators paid the fee and both 
orders of the Probate Court were sub- 
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sequently reversed. Thereafter, on appli- 
cation of the administrators, the Probate 
Court directed the attorney to make 
restitution of the fee. 

The attorney declined and the Court 
issued a rule to show cause why the 
attorney should not be adjudged in con- 
tempt of court for failure to comply 
with the restitution order. The attorney 
then brought original proceedings in pro- 
hibition in the Supreme Court of Florida 
to restrain the County Judge. 

HELD: Proceedings dismissed. A Trial 
Court has the power to compel restitu- 
tion under some circumstances when his 
judgment has been reversed by a higher 
Court. If the order requiring restitution 
was improper in this case, relief should 
be by appeal. The Court did not set out 
any rules for the determination as to 
when the Court can require restitution 
of a fee paid to an attorney, but has 
held that contempt proceedings may be 
invoked to require restitution where 
restitution is appropriate. 


DISTRIBUTION Remainder to 
“Legal Heirs” Does Not Include 
Widow 


Maine—Supreme Judicial Court 
Linnell v. Smith, 137 A. 2d 357. ~ 


Bill in eauity by a testamentary trus- 
tee seeking instructions as to the dis- 
tribution of principal under a will which 
provided that if testator’s son died be- 
fore reaching the age of 30 years the 
trust for his benefit should terminate 
and the entire net remainder be paid to 
“his legal heirs according to the laws 
at that time governing the descent of 
intestate estates.” The son died before 
reaching the age of thirty, leaving a 
widow who claimed her statutory share 
in the distribution as one of the class 
of takers established by the statute gov- 
erning descent. 

HELD: Claim of the son’s widow de- 
nied; distribution to be made to the 
legal heirs of the son in the proportions 
fixed by the statute of descent. A widow 
takes, as widow, under the statute of 
descent, but here the testator provided 
for distribution to the legal heirs of 


his son, and it is well established that 
a widow is not a legal heir. 

The reference to the statute governing 
descent does not impart to the words 
“legal heirs” a meaning broader than 
their narrow and technical sense, and 
does not result in giving to the widow 
a statutory share in the distribution, 
Unless it is clearly indicated that the 
testator intended a different use, techni- 
cal terms (such as “legal heirs’’) 
be presumed to have _ the 


interpretation given to words 
phrases commonly 


preparation of wills. 


DISTRIBUTION — Residuary Benefici- 
ary Could Not Without Cause Fire 
Legatee Employee to Enrich Him- 
self 


Florida—District Court of Appeal 
In re Mollard’s Estate, 98 So. 2d 814. 


Decedent hired a licensed practicing 
nurse as a companion and nurse on Feb- 
ruary 22, 1950. On April 24, 1953 decedent 
executed a will bequeathing $5,000 to 
the nurse on condition that the latter was 
still in the employ of decedent at the time 
of decedent’s death. Decedent died on 


September 2, 1954 and her husband, who F 


was residuary beneficiary under the will, 
qualified as executor thereof. Twenty 
days before the death of decedent, her 
husband discharged the nurse and then, 
as executor, declined to pay the bequest 
on the ground that the nurse was not 
in the employ of decedent at the time 
of the latter’s death. 

The nurse petitioned for a determina- 
tion of her rights and the Probate Court 
held she had not qualified for the be- 
quest since the husband, as head of the 
household, had the right to discharge 
her. The Circuit Court reversed. 


HELD: Circuit Court decision af- 
firmed. The residuary legatee could not, 
knowing the provisions of the will. dis- 
charge the nurse without reason just 
prior to the decedent’s death for the 
purpose of enriching himself. The case 
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is remanded, with directions to take 
testimony to see if any cause for the 
discharge existed other than for the 
purpose of enriching the husband. 


DRAFTING — Draftsman Liable for 
Preparing Unattested Will 


California—Supreme Court 


Biakanja v. Irving, 49 A.C. 655 (Jan. 17, 
1958), reported in May 1957 TRUSTS AND Es- 
TATES, p. 523. 


Defendant, a notary public, prepared 
a will in which the testator devised all 


§ his property to plaintiff. A notary pub- 


F ) li’s signature and seal were affixed, but 
and | 


the will was not witnessed. Plaintiff as 
an heir at law took only one-eighth of 
what she would have received had the 


) will been valid. 


HELD: Affirming decision by the Dis- 


i trict Court of Appeal, defendant was 


liable for the loss caused by his negli- 


| gence, even though there was no privity 


» of contract. Buckley v. 


Gray, 110 Cal. 
339, 42 P. 900, and Mickel v. Murphy, 


| 147 Cal. App. 2d 718, 305 P. 2d 993, 


4 
y 


‘holding to the contrary, were disap- 
proved. 
| FIDUCIARIES — Appointment of Suc- 


cessor Trustee by “Income Bene- 
ficiaries —- Discretion to Distribute 
Income Not Unlimited 


Missouri—St. Louis Court of Appeals 


Bakewell v. Mercantile 308 S.W. 


2d 341. 


Trust Co., 


Will provided that, on vacancy in of- 
fice of trustees, “if all of the adults then 
receiving income hereunder at the time 
of the appointment agree upon a suc- 
cessor, then they may make such ap- 
pointment . . .” The will also contained 
a provision that, with respect to a cer- 
tain share of trust income, the trustees 
shall “have the power of appointment 
as to said share and shall distribute the 
same as they may deem proper” to some 


' or all of certain designated classes of 





persons. 

A successor trustee became necessary 
at a time when a part of the above share 
of income had been appointed to one 
Rose, an adult. All of the income-receiv- 


ing beneficiaries except Rose signed a 
purported appointment of Bakewell as 
successor trustee. Rose did not consent 
to his appointment. In a declaratory 
judgment action to construe the will, 
the trial court decreed that the appoint- 
ment was invalid because Rose did not 
participate in the selection. 

HELD: Affirmed (with some modifica- 
tion of the decree as to income retained 
during the pendency of the suit). 

The will as a whole showed testator’s 
intent to include in the term “income” 
the amounts of income which were ap- 
pointed to Rose. Whether or not a 
spendthrift clause in the will related to 
the right to receive income, there was 
nothing to require the court to change 
“adults then receiving income” to “adults 
entitled to receive income.” 

Bakewell contended that income could 
be appointed only by joint action of 
three trustees, and that while there was 
a vacancy, income could not validly be 
appointed to Rose, and that, therefore, 
Rose could not validly have been “re- 
ceiving income” at the time of the pur- 
ported appointment. The court denied 
this contention. It was not necessary that 
income beneficiaries receive payments of 
income at the exact time the appoint- 
ment was made, so long as they were 
receiving payments from trust income 
from time to time. Also, the surviving 
trustees could exercise the trust powers, 
there being nothing in the trust to pre- 
vent it. 

While the will gave the trustees broad 
discretion in the appointment of the 
certain share of income, it did not pro- 
vide that such discretion should be “un- 
controlled” or “absolute” or “unlimited.” 
Therefore the trial court properly de- 
creed that the trustees, in making ap- 
pointment of this income, should act 
“within the bounds of reasonable judg- 
ment.” 


FIDUCIARIES Removal of Non- 
Resident Executor 


North Carolina—Supreme Court 
In re Will of Brauff, 247 N.C. 92. 


Brauff died in Pennsylvania, leaving a 
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will which described him as a resident 
of Wilson County, N. C., and leaving sub- 
stantial property “tangible and intangi- 
ble’ in North Carolina. The will be- 
queathed to Gertrude Russell a general 
legacy of $25,000 and a specific legacy 
of $10,000 in stock of a building and loan 
association at Wilson, N. C. Laura 
Brauff probated the will and qualified as 
executrix in Pennsylvania, but did not 
probate the will or qualify in North 
Carolina. She further cashed the $10,000 
stock given to Russell and removed the 
proceeds from the state. 

Mrs. Russell employed counsel and of- 
fered the will for probate in Wilson Coun- 
ty. The Court appointed a collector for 
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the estate who gave bond for $115,500. 
The will was admitted to probate and 
Mrs. Brauff was appointed executrix and 
qualified, but she failed to appoint a 
resident process agent. She paid Mrz. 
Russell $35,000, but failed to pay the 


costs of the proceeding. Thereafter, 
while a North Carolina debtor owed the 
estate $31,000, Mrs. Brauff was requested 
to appoint a process agent. Upon her 
failure to appoint, an order to show 
cause was issued, and on hearing her 
letters were revoked and an administra- 
tor c.t.a. was appointed. A motion to 
vacate the order was filed on the ground 
that the order contained no findings cf 
fact giving the Court jurisdiction. This 
motion was overruled by the Clerk and 
the Judge and Mrs. Brauff appealed. 


HELD: Affirmed. The presence of a 
debtor of the estate in the state is suf- 
ficient for ancillary administration. Re- 
fusal to appoint a process agent was 
sufficient ground for removal of a non- 
resident executrix and the appointment 
of an administrator c.t.a. The Court 
notes also that neither in the Court be- 
low nor on appeal had the question of 
domicile been considered, leaving that 
question open so as not to prejudice any 
claim of the State of North Carolina for 
taxes, 


INVESTMENT POWERS — Inflationary 
Rise in Economy Does Not Permit 
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Change in Decedent’s Restrictions 
on Investments 


New York—Surrogate’s Court, New York Co. 
Matter of Ryan, 169 N.Y.S. 2d 804. 


The decedent’s will, probated in 1927, 
was construed to authorize investments 
only in the kind of bonds New York sav- 
ings banks may legally invest in. The 
trustees contended that such narrow in- 
vestment policy impairs the purpose of 
the trust, because an investment policy 
that excludes common stocks prevents 
appreciation of capital in an inflation- 
ary economy and thus will not serve 
the needs of the educational institution 
which is the ultimate beneficiary of the 
trust in perpetuity. The trustees re- 
quested authority to deviate from the 
terms of the will to meet changed eco- 
nomic circumstances which the decedent 
could not have anticipated. 


HELD: It is a matter of opinion 
whether the testator’s investment policy 
will better serve his objectives, and the 
court cannot say the testator would have 
changed his policy if he could have fore- 
seen present conditions. Concededly the 
testator’s policy proved wise in the early 
years of the trust, and in the years 
ahead no one can say the testator’s 
policy will not prove to be best. As long 
as the trust provides a fair income, 
deviations from the testator’s command 
may not be permitted. 


LIFE TENANT & REMAINDERMAN — 
Apportionment of Stock Splits in 
Trust Estate Not Governed by Uni- 
form Principal and Income Act — 
Application of Pennsylvania Rule 


Maryland—Court of Appeals 


Donaldson v. Mercantile-Safe Depos‘t and 
Trust Co., 214 Md. 421, 135 A. 2d 433. 


The life tenant of a _ testamentary 
trust created by a Maryland testator 
who died in 1908 brought this action to 
compel an apportionment of certain 
stock splits distributed by The Texas 
Co. in 1951 and 1955 and by American 
Gas and Electric Co. in 1956. Both Texas 
Co. distributions were 2 for 1, but 
neither was supported by any reduction 
in par value. The A.G. & E. Co. distri- 

















bution was 1% for 1, and involved an 
increase in par value from $5.00 to 
$10.00 per share. In all three cases, how- 
over, the new stock was capitalized by 
charges on the corporate books in part 
to earned surplus and in part to capital 
surplus. 

HELD: (reversing the lower court) 
The splits were really dividends within 
the old Pennsylvania Rule for determin. 
ing principal and income, and the life 
tenant was, therefore, entitled to an ap. 


portionment. Although the Uniform Prin- 
Fous n 
I execut 
p surane 


cipal and Income Act was adopted in 
Maryland in 1939, it has no application 
to estates created prior to its passage, 
The court is bound by the Pennsylvania 
Rule, and an apportionment must be 
directed because “these transfers _in- 
cluded earnings of the corporations dur- 
ing the life tenancy” of the complainant. 

As a result of the decision on appeal, 
the life tenant was given 50.63 out of 
375 new shares of A.G. & E. stock re- 
ceived by the trustee. The apportion- 
ment of the two Texas Company splits 
gave the life tenant 466 shares, or about 
58% of the 800 shares previously held 
by the trustee, leaving only 334 shares, 
or 42%, in the corpus of the estate. 

In addition to the three distributions 
questioned in this case, the trust had 
received from both companies several 
true stock dividends, labeled as such by 
the paying corporation, and these had 
been apportioned by the trustee under 
the Pennsylvania Rule. The trust had 
also received from A.G. & E. Co. a true 
stock split which was supported entirely 
by a reduction in par value. This was 
not apportioned. It was conceded that the 
trustee had acted properly in each of 
these cases. 


Powers — Limitations — Executor’s 
Compromise of Controversy 


Massachusetts—Supreme Judicial Court 


Edelstein v. Old Colony Trust Co., 1958 Mass. 
213; Jan. 15, 1956. 


An antenuptial agreement provided 
that the wife would accept from her hus- 
band’s estate as her only share the cus- 
tomer’s list used by him in his insurance 
brokerage business, and that he would 
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so provide in his will; and she would 
neither contest nor waive the will. On 
going to the hospital in January 1955 
about eight months before his death he 
told her he was giving her the business 
and she was to take care of it and 
make a living out of it. From that time 
on he exercised no control. She took 
over the business as her own. By his 
will he gave her certain legacies on 
condition that she accept them in lieu 
of all other rights. 

Two daughters of decedent by a previ- 


hous marriage filed a motion that the 
) executor be required to include the in- 


surance business in his inventory. The 
widow filed a waiver of the will and 


ithe executor filed a petition to nullify 


itin view of the antenuptial agreement. 
Then the executor made a complete in- 


| vestigation into all the circumstances. 


The result was a compromise agree- 
ment between the executor and_ the 
widow, subject to the approval of the 


} court. It provided that (a) the widow 


would accept the provisions of the will 
in liew of the antenuptial agreement; 


» (b) she would release all claims against 
' the estate as creditor for money she had 


husband’s 
would give 


used to pay her 
(c) she 


expenses; 
up the business 


' checking account ($1,624) and all claims 


to renewal commissions on life insur- 
ance; (d) assume all liabilities of the 
business from the time she took it over. 
In return the executor would agree (a) 
that she could receive the bequests given 
her in the will; and (b) that she owned 
the business (except the checking ac- 
count and the life insurance renewals). 

The Probate Court approved the com- 
promise, and also found that the in- 
surance business had become the sole 
property of the widow since January, 
1955; and the executor properly had not 
included it in the inventory. The daugh- 
ters appealed. 

HELD: The Judge’s approval of the 
compromise agreement is sustained. The 
will gave large discretionary powers to 
the executor to compromise claims; and 


| even if it had not, the Judge’s findings 


showed that the executor acted with suf- 
ficient prudence to justify its conduct 
Without such express power. The Judge 





“Calling Dr. Killian . . 
Dr. Killian wanted in surgery . . . 
Pentagonitis.” 


. emergency . . 


Acute 





was justified in finding that the business 
had become the sole property of the 
widow, although this finding was not 
necessary to support the compromise. 
Costs and expenses of the appeal were 
allowed to the executor, to be paid by 
the appellants, on the ground that there 
was little justification for the appeal. 


Powers — Limitations — Trustee 
Required to Make Payments to 
State Hospital Despite Spendthrift 
and Discretionary Provisions 


California—District Court of Appzal 

Estate of Lackmann, 156 A.C.A. 776 (Jan. 14, 

1958). 

In her will Minna Lackmann, who died 
in 1954, established a spendthrift trust 
for her son George, who had been com- 
mitted to a state mental hospital in 
1948. The trust gave the trustee “com- 
plete and absolute discretion” as to how 
much he should expend out of income or 
principal for George’s care, support and 
maintenance, The California Department 
of Mental Hygiene made demand on the 
trustee for payment for George’s care. 
The trustee petitioned the Probate Court 
for instructions as to whether he had 
authority to make such payments. 


HELD: Order of the Probate Court 
holding that it was an abuse of dis- 
cretion for the trustee to refuse to make 
such payments affirmed. Notwithstanding 
spendthrift provisions and the absolute 
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discretion committed to the trustee, the 
trustee would be required to pay the 
Department for George’s care. Terms of 
the trust and attendant circumstances 
showed that testatrix’ primary concern 
was that George should receive proper 
care, and the trustee’s discretion should 
have been exercised in light of that 
fact. 


REAL PROPERTY — Deed Intended 
to Pass Title After Death of Gran- 
tor Held Void 


Washington—Supreme Court 
Juel v. Doll, 151 Wash. Dec. 398. 


Edna Juel, as sole heir of Rose Skin- 
ner, sued to cancel a quit claim deed 
from Rose Skinner to George Doll. De- 
fendant Doll and Rose Skinner had, for 
several years prior to her death on Sep- 
tember 18, 1954, cohabited in the proper- 
ty covered by the deed. The quit claim 
deed was executed by Rose Skinner on 
October 27, 1953, and retained in the 
house occupied by Rose Skinner and 
George Doll until the time of its re- 
cording by Doll two days after her death. 
It was the intention of Skinner and Doll, 
both before and after the execution of 
the deed, that the survivor should be 
the owner of the property, formerly 
owned by both of the parties. The trial 
court concluded that the deed conveyed 
no interest from the grantor to the 
grantee, and was void. 
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HELD: Affirmed. To pass title a deed 
must be delivered by the grantor to the 
grantee. It must be apparent that the 
grantor intended that the deed should 
presently pass title. The grantor did not 
intend to pass a present interest in the 
property at the time she executed the 
deed, hence there was no valid delivery. 


REVOCATION — Act and Intention 
Required for Nullification of Will 


New Jersey—Superior Court 
In re Spiegelglass, 137 A. 2d 440. 


Decedent left his entire estate to wife. 
In event she predeceased him, his two 
children were to receive his estate. He 
later scratched out his son’s name and 
signature of son’s wife, who was one of 
witnesses to will. He later made certain 
statements to his attorney with respect 
to this action. Admissibility of these 
statements as evidence to show he had 
no intention to revoke entire will is in 
issue. 


HELD: Although conversation between 
testator and attorney is by no means 
conclusive on issue as to what was in 
testator’s mind at time he scratched out 
names, it is admissible to show that 
decedent had at that time no intention 
to revoke entire will. Revocation is effec- 
tive only where there is act demanded 
by statute and intention to revoke. 
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WILLs — Construction — Bequest of 
Installment Legacy Fails for Lack 
of Certainty 


Texas—Court of Civil Appeals 
Brady v. Nichols, 308 S.W. 2d 100. 


Testator left a holographic will in 
which he provided that “E. G. Uhl shall 
receive $200.00 Two Hundred Dollars for 
life if my estate can afford it.” Suit for 
construction of the will was brought. The 
trial court construed the quoted language 
to mean that Uhl was to receive $200 
per month for life, payable only out of 
the residuary estate, if any. Separate 
appeals were prosecuted by Uhl, the 
executrix, and other beneficiaries. 


HELD: There is nothing to indicate 
that testator intended installment pay- 
ments be made to Uhl. Furthermore, if 
installment payments were intended, the 
bequest must fail for uncertainty be- 
cause there is no way to know whether 
such installments were to be weekly, 
monthly, semi-annually, or annually. The 
language cannot be construed as_ be- 
queathing more than the stated amount 
of $200. 


WILLs — Construction — Latent Am- 
biguity in Description of Charit- 
able Beneficiaries Explainable by 
Extrinsic Evidence 


Illinois—Supreme Court 


Hayes v. Illinois Industrial Home for the Blind, 
12 Ill. 2d 616. 


Will provided that one-third of the 
residue should go to “The Illinois In- 
dustrial Home for the Blind (commonly 
called Lighthouse for the Blind), 1900 
Marshall Boulevard, Chicago 23, IIli- 
nois.”” The lower court heard evidence 
that the testator, aged ninety, had given 
will instructions to her business ad- 
visor. The testator had said that she 
wished to leave one-third of the residue 
to Lighthouse for the Blind and never 
mentioned the Illinois Industrial Home 
for the Blind. 

The business adviser then wrote to the 
testator’s attorney as follows: “The re- 
mainder of the estate to be divided 
equally among The Lighthouse for the 





Blind, The Crippled Children and the 
German Orphan’s Home.” 

The attorney gave this letter ‘o hig 
secretary to verify the names of the 
charities. The will provision was based 
on the following memorandum from the 
secretary: “The Lighthouse for th 
Blind: correct name is The Illinois Jp.) 
dustrial Home for the Blind, 1900 Mar, 
shall Boulevard, Chicago 23, Illinois”) 

HELD: The will provision contained | 
latent ambiguity for which extrinsic eyj- 
dence could be admitted. 


WILLs — Mutual & Contractual — 
Remarriage Revoking Reciprocal 
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Oregon—Supreme Court fe 

Irwin v. First National Bank of Portland, 321) 

P. 2d 299. 

Plaintiff, Natheel Irwin, is the step: 
daughter of the decedent, Frank C. Pate, 
Natheel was reared in the Pate homed 
until her marriage in 19238, and Pate, 
who had no children of his own, had al- 
ways treated Natheel as if she were his 
own daughter. Pate for many years 
operated a creamery and his wife had 
worked in the business at various time: 
and contributed certain capital funds to- 
ward its operation. The creamery was 
sold in 1943, and at about the same time 
Mr. & Mrs. Pate executed the wills in- 
volved in this case. 

The evidence clearly showed that the 
Pates had agreed that the survivoi 
should have the use and benefit of al] 
of the property during the lifetime of 
the survivor and, upon the death of the 
survivor, all the property then remain: 
ing should pass to Natheel. The wills 
contain recitations indicating that the 
parties were executing reciprocal, identi: 
eal wills. 

Mrs. Pate died in 1944, and the probat 
of her estate was completed in 1946. 
Thereafter Pate re-married but he and 
his second wife executed an antenuptial 
agreement whereby each waived any 
right in the estate of the other. The pres- 
ent widow of Pate is not making any 
claim in this litigation. 
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The trial court found that there was 
ample proof of an agreement in con- 
nection with the reciprocal, identical 
wills and evidence sufficient to establish 
a contract. The present suit is not of the 
nature of a will contest but seeks to 
enforce the agreement for the benefit of 
Natheel. Decree was rendered in her 
favor. 

HELD: Affirmed. By reason of Pate’s 
second marriage there was a statutory 
revocation of his previous will. Such 
revocation, however, did not affect the 
validity of the agreement between him 
and his first wife, under which Natheel 
would be entitled to the remainder of 
the property after the death of the sur- 
vivor. The evidence of the transaction 
between the parties was proved by clear 
and convincing evidence and _ sufficient 


| to establish the contract. 





WiL_s — Mutual & Contractual — 
Survivor Could Not Revoke Will 
Executed Pursuant to Contract in 
Which Spouse Renounced Rights 
in Estate 


Mississippi Supreme Court 


In re Sadler’s Estate, 98 So. 2d 863. 


H and W entered into a written con- 
tract whereby W, in consideration of H’s 
release of his right to renounce her will 
and to share one-halt of W’s estate, 
agreed to bequeath to him, if he sur- 
vived her, or to his issue, if he prede- 
ceased her, one-third of her estate at 
the time of her death. Simultaneously 
with the execution of this instrument W 
executed a will in conformity with the 
contract. 

H predeceased W, leaving W and two 
sons (Cs) as his heirs at law. There- 
after, W executed another will which 
failed to bequeath to Cs any part of 
her estate. W died and her second will 
was probated. Cs then filed their peti- 
tion to set aside the probate of the sec- 
ond will and to have admitted to probate 
the first will of W. Demurrers were sus- 
tained, 

HELD: Reversed and remanded. Since 
W had a large estate, had supported H 
since their marriage, and had given fi- 
nancial assistance to H’s sons, H’s re- 


lease constituted a valid consideration 
for the contract. H would not be al- 
lowed to revoke his release and there- 
fore W should be required to perform 
her contract, as a waiver of a right is 
a sufficient consideration for a promise 
made on account of it. 

W had no right to revoke the will 
executed pursuant to the contract, and 
any attempted revocation constituted a 
a fraud upon H. Equity would have re- 
quired performance even if a will had 
not been executed pursuant to the con- 
tract. 
WILLS — Probate Unexecuted 

Carbon Copy in Attorney’s File Ad- 

mitted to Probate 


Maryland—Court of Appeals 

Tilghman v. Bounds, 214 Md. 533, 136 A. 2d 

226. 

The Orphans’ Court admitted to pro- 
bate an unsigned carbon copy of a will, 
the original of which had been executed 
in 1949, about eight years before the 
death of the testatrix. An impartial wit- 
ness testified that on the morning after 
the testatrix died, he saw what appeared 
to be a will, executed in 1949, containing 
provisions identical with those in the 
instrument offered for probate. The ori- 
ginal will was last seen in the possession 
of those who stood to benefit most if 
the decedent should die intestate, and, 
although present in court, these parties 
gave no explanation as to what had hap- 
pened to the original. 

A disinterested neighbor testified that 
just before the decedent was taken to 
the hospital in the throes of a _ heart 
attack, she was heard to instruct an- 
other friend to get her will for her, but 
the friend could not locate it. The de- 
cedent was also heard to give some in- 
structions about water pipes, and was 
quoted as saying, “Turn the water off, 
and destroy it.” 

The decedent’s regular attorney pro- 
duced an unexecuted carbon copy of the 
original will from his files. It was con- 
ceded that the original had been properly 
executed, and there was no testimony 
that a later will had ever been written. 
The carbon copy was admitted to probate. 
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HELD: Affirmed. Although the ab- 
sence of a will raises a presumption that 
it has been destroyed by the testator, 
animo revocandi, this presumption is 
rebutted where, as here, there is evi- 
dence that the will was in existence 
after death. In this case, there is testi- 
mony permitting the inference that the 
decedent wished to destroy her will, but 
it is equally clear that it was not in 
fact destroyed before her death. The 
absence of any evidence that she ex- 
ecuted a later will or that the document 
seen after her death had been altered 
or mutilated justified its admission to 
probate. The fact that the original will 
was in the custody of those who stood 
to benefit from an intestacy and the fact 
that they offered no explanation of its 
disappearance are sufficient to shift the 
burden of proof. 

The witness was properly allowed to 
testify as to the contents of the original 
will which he read after the decedent’s 
death. These statements “were offered to 
identify the document as the 1949 will 
and to show its existence. The copy it- 


self established the contents.” 

A & & 
@ James W. Bishop, trust officer at 
First National Bank and Trust Co., 


Tulsa, spoke to the Red Fork Lions Club 
January 9 on “Popular Misconceptions 
in Estate Planning.” 
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First National Bank 


of Mobile 


CALIFORNIA 





Alabama's Oldest Bank 
H. E. Coale, Vice President & Trust Officer 





ARKANSAS 


Beverly Hills National Bank & Trust Co. 


Beverly Hills 


G. J. Brooks, Senior Vice President 
J. R. Pattillo, Vice President & Trust Officer 











Union National Bank 
of Little Rock 


Resources $78,628,824 
J. H. Bowen, Vice President & Trust Officer 


“One of the nation’s oldest and largest title insurers” 
Security Title Insurance Company 
Home Office: Los Angeles 


Land Trusts 
Trust Officer 


Title Insurance e@ Escrow @ 
Robert M. Olson, Jr.. 
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Worthen Bank and Trust Company 
Little Rock 
Now In Our 82nd Y ear 


James H. Penick, President 
G. A. Zimmerman, Vice President & Trust Officer 
Aubrey F. Williams, Trust Officer 
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Central Bank and Trust Company 
Denver 
iistablished 1892 Complete Trust Service 
E. Martin Larsen, Vice President & Trust Officer 
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First National Bank 


in Palm Beach 


Established 1927 Resources $55,000,000 
Walter Don Cameron, Vice President & Trust Officer 






































Union Trust Company 
a St. Petersburg 
ina COMPLETE TRUST SERVICE 
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The Connecticut National Bank wana tunes areal 
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Trusts and Estates Palmer 
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of Sarasota 
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Clifford W. Fulton, Trust Officer Sarasota 
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The First National Bank & Trust Company 
, Ira H. White, Vice President & Trust Officer 
Ridgefield 
James M. Doubleday, Vice President 5 
Frank E. Warner, Trust Officer The Exchange National Bank 
Lea F. Brunetti, Assistant Trust Officer 
of Tampa 
Serving Florida’s West Coast 
FLORIDA 
Complete Trust Services Since 1925 
The Ficet Motions! Beak The First National Bank 
of Clearwater of Tampa 
Florida's Oldest National Bank 
L. V. Chappell, Vice President & Trust Officer M. B. Sessions, Vice President & Trust Officer 
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F. Kiernan Schoonmaker, Trust Officer W.H. Weltman, asa rl 
Broward National Bank Atlantic National Bank 
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J. B. Richner, Vice President & Trust Officer A. B. Rittenour, Vice President & Trust Officer 
The First National Bank GEORGIA 
in Fort Myers 
Complete Trust Service Georgia Railroad Bank 
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R. E. Dilg, President mani 
[. C. Satchell, Vice President & Trust Officer 
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Honolulu 
George E. Patterson, President " Gonenal Trust and Agen Seertone 
ohn N. Morris, Vice President & Trust Officer ne ee ae a 
P. O. Box 2041 Cable—COOKETRUST 
Mar -H 1958 
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IDAHO 





The Idaho First National Bank 


Boise 
Serving Idaho Through 33 Offices 
J. R. Field, Vice President & Trust Officer 





ILLINOIS 








MASSACHUSETTS 








Peoples Bank of Bloomington 
Bloomington 
Established 1869 Trust Department Established 1900 


Farm Management Services 





The Millikin Trust Company 


Decatur 


Acts Only in Fiduciary Capacities 
Established 1915 





Champaign County Bank 
and Trust Company 


Urbana 
Champaign County's Only Trust Department 





KANSAS 





The Commercial National Bank 
of Kansas City 


T. C. Hurst, Trust Officer 





Security National Bank 
of Kansas City 


Resources $41,783,711.33 
Maurice L. Breidenthal, President & Trust Officer 





KENTUCKY 





First National Bank and Trust Company 
Lexington’s Oldest and Largest Bank 


Bank Resources over $62,000,000 


LeRoy M. Miles, President 
Edwin V. Mack, Vice President & Trust Officer 





MARYLAND 





The Second National Bank 
of Cumberland 


Established 1865 
Joseph M. Naughton, President 
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The Home National Bank of Brockto:. 
Established 1874 


Resources $30,000,000 Trust Dept. Resources $12,8¢ ),000 
Wayne E. Clark, President 
William A. Favor, Vice President & Trust Officer 








Union National Bank 
of Lowell 
Trust DEPARTMENT 
J. William Etzel, 
Assistant Vice President & Trust Officer 





The Malden Trust Company 
Malden 
Established 1896 Resources $27,000,000 


Hildreth Auer, President 
Harold E. MacInnis, Vice President & Trust Officer 





North Adams Trust Company 


North Adams 





South Shore National Bank 
of Quincy 
Established 1836 Resources $38,876,637.3 | 
William J. Griffin, Vice President & Trust Officer 





MICHIGAN 





Farmers and Merchants National Bank 
Benton Harbor 


Serving Southwestern Michigan 


In All Fiduciary Capacities 





The First National Bank & Trust Company 


of Kalamazoo 
Continuous Banking Service for 95 Years 


John D. Wilcox, Vice President & Trust Officer 





MINNESOTA 





The American National Bank 
of Saint Paul 


Trust DEPARTMENT 
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MISSOURI 
Security National Bank 
Savings & Trust Company 
St. Louis 
Complete Individual and Corporate Trust Services 
Wesley L. Johnson, Vice President & Trust Officer 
= MONTANA 
UNION BANK AND TRUST COMPANY 
Helena 


“Montana’s Oldest Trust Company” 
J. H. Dion, Vice President & Trust Officer 
Daniel Dykstra, Trust Officer 
M. A. Mathews, Trust Investment Officer 





NEBRASKA 
The Continental National Bank 


of Lincoln 
Trust Department Established August 9, 1929 
Resources $39,908,474 Trust Assets $15,500,000 
Howard Hadley, Vice President & Trust Officer 
Donald J. Mathes, Vice President & Trust Officer 
Robert L. Chancellor, Trust Officer 








NEW HAMPSHIRE 





Indian Head National Bank 
of Nashua 


Established 1851 Resources $19,841,510.00 
Clarence E. Whitney, Vice President & Trust Officer 





NEW JERSEY 





Boardwalk National Bank 
Atlantic City 


Resources $96,743,956 


Complete Fiduciary Powers 





Serving Southern New Jersey 


The Hackensack Trust Company 
170 Main Street, Hackensack 


The Oldest Bank in Bergen County 
Kenneth J. Storms, Vice President & Trust Officer 





Peoples Trust Company of Bergen County 
Hackensack 
Resources over $130,000,000 


Complete Trust Services — Corporate and Personal 


—, 





County Bank and Trust Company 


Paterson - Passaic - Little Falls - Haledon - West Paterson 
Resources $135,296,713.63 
C. Kenneth Fuller, Chairman of the Board 
Cowles Andrus, President 
John J. Devlin, Vice President & Trust Officer 
— 





“rinceton Bank and Trust Company 
1834 - 1958 





Hope vell - Princeton - Princeton Shopping Center 
Over FORTY Years of Trust Service 
Over FORTY Million of Trust Assets 

Marc; 1958 








Trenton Trust Company 
Trenton 


Complete Trust Facilities 


Member F.D.L.C. 





NEW YORK 





The Meadow Brook National Bank 


of Nassau County 


Trust Dept., 74 Hempstead Ave., West Hempstead 


Established 1905 Resources $337,005,690.67 
Augustus B. Weller, Chairman of the Board 
Walter E. Van der Waag, President 
George D. Cherry, Vice President & Trust Officer 





Federation Bank & Trust Company 
10 Columbus Circle, New York 19 461 Eighth Ave., New York 1 
6 East 45th Street, New York 17 — 41-84 Main Street, Flushing 


Total Resources — over $120,000,000 
Thomas J. Shanahan, President 
Thomas A. Purcell, Trust Officer 





The Schenectady Trust Company 
Schenectady 
“The Leading Community Bank” 


Resources over $80,000,000 
Wesley W. Taber, Vice President, Trust Department 





Lincoln National Bank & Trust Company 
of Syracuse 


Carl H. Maar, President 
John T. C. Low, Vice President & Trust Officer 





The Merchants National Bank 
& Trust Company of Syracuse 


Kenneth F. Barton, Vice President & Trust Officer 
William B. Ogden, III, Vice President & Trust Officer 
Douglas P. Cagwin, Trust Officer 
Wilson W. Curtis, Jr., Assistant Trust Officer 
Harvey P. Peterman, Trust Investment Officer 





NORTH CAROLINA 





First-Citizens Bank & Trust Co. 
Smithfield 


Established 1898 Resources $226,183,136 
Trust Department, Raleigh 
Thomas G. Chapman, Vice President & Senior Trust Officer 





OHIO 





The Provident Savings Bank & Trust Co. 
Cincinnati 
Frank J. Van Lahr, President 
Julius W. Reif, Vice President & Trust Officer 





OKLAHOMA 





National Bank of Tulsa 
Tulsa 


Roy M. Huff, Vice President & Senior Trust Officer 
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PENNSYLVANIA 





Security-Peoples Trust Company 
Erie 
Established 1903 
Bank Resources $69,014,700.11 Trust Resources $24,755,062.88 
Carl L. Holder, Vice President & Trust Officer 





Capital Bank and Trust Company 
Harrisburg 


Established 1935 Individual Trusts $15,359,883 
J. C. Warner, Jr., President 





SOUTH CAROLINA 





The South Carolina National Bank 
Complete Trust Services 


Trust DEPARTMENTS AT 
Charleston - Columbia - Greenville 
The oldest and largest Bank in South Carolina 





TEXAS 





GUARANTY 
title & trust 
company 
Since 1904 


Corpus Christi 





Hutchings-Sealy National Bank 


of Galveston 


Established 1854 
Thomas W. Lain, Vice President & Trust Officer 





San Antonio Loan & Trust Co. 


San Antonio 
Resources $15,103,000 
F. J. Oppenheimer, President 


Established 1892 





VERMONT 





Proctor Trust Company 


Poultney - Proctor 


Personal Trusts Invited 





VIRGINIA 








The First National Bank 
of Danville 


Established 1872 Resources $28,400,000 
Landon C. Horne, Vice President & Trust Officer 


— 


The Seaboard Citizens National Bank 
of Norfolk 





Established 1867 
Leighton P. Roper, Vice President & Trust Officer 


Resources $74,000,000 





Mountain Trust Bank 


of Roanoke 
Capital, Surplus & Undivided Profits of over $3,000,000 


“a Name you can Bank on” 





WASHINGTON 





Everett Trust & Savings Bank 
Everett 


ESTABLISHED 1902 


Complete Trust Services 





WISCONSIN 





Kellogg-Citizens National Bank 
Green Bay 


Established 1874 
W. J. Grover, Vice President & Trust Officer 





Security National Bank 


Sheboygan 


Established 1856 








Wisconsin Valley Trust Company 


Wausau 
Offering a complete trust service for over 50 years 


Resources $25,000,000.00 
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Beware the White Knight! 


Consider well, old friend, lest your Queen be lost! And while you're 
at it you might give some serious consideration to those personal assets 


The FIRST 


NATIONAL CITY BANK 


( 


X 


of New York 
Personal Trust Services are 
Administered by our Affiliate: 
TY BANK FARMERS TRUST COMPANY 
22 William Street, New York 


MBER FEDERAL DEPOSIT INSURANCE CORPORATION 


of yours. 

Are they going to accomplish just what you wish, for you and your 
family? Or will some combination of taxes, inexperienced administra- 
tion, and oversight shrink your estate alarmingly? In short, do they 
promise real security for you and yours... tomorrow,...next year, 
... next generation? 

If not, someone may be sadly shortchanged. Our personal trust 
services are designed to protect and enhance your financial position. A 
sound idea: write for a free copy of “wHAT YOU SHOULD KNOW ABOUT 
PERSONAL TRUSTS today, before you forget it. 











He’s looking into the future...of your client 


AT FIRST, he saw it as so many seemingly un- 
related facts. But more research, more study 
..and now he, the Connecticut General man, 
begins to shape it into the orderly plan he will 
bring to the attorney’s desk... your desk. 


Full of facts and figures, this plan will show a 
genuine understanding of your client’s particu- 
lar problems. Every asset will be listed and 
judged for its ability to help your client fulfill 
his goals in life. Where necessary, the CG man 


will make specific recommendations for a more 
productive rearrangement. With the necessary 
groundwork done, you will then be able to give 
your client more immediately the maximum 
benefit of your counsel. 

This initial call may be the start of a friendly, 
profitable association for you and your client 
with the CG man. It may well last a lifetime. 
Life... Accident... Health ... Pension Trusts 
Group Insurance... Pension Plans... Annuities 


CONNECTICUT GENERAL 
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